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SANDSPRUIT WORKS ASSOCIATION 

AN ASSOCIATION INCORPORATED UNDER 

SECTION 21 OF THE COMPANIES ACT 

COMPANY INFORMATION: 

Registration number: 99/19160/08 
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Vision 


"To become the preferred water service provider that innovativeiv meets the water 
services provision chaiienaes and needs of aii its customers in a financiaiiv sustainabie 
manner. " 


5 




CHAPTER ONE: INTRODUCTION AND CORPORATE PROFILE 


Section 1: Corporate profile and overview of the entity 
Background of SWA 

Sandspruit Works Association currently undertakes the water provision and sanitation services function in 
designated areas on behalf of City of Tshwane Metropolitan Municipality and therefore have the function of a 
Water Services Provider (WSP) in terms of the Water Services Act (Act 108 of 1997). The principal activity of 
the company is to develop, prepare, install and maintain water and sanitation services and related services 
to these designated areas. It also fulfils the complete Financial, Marketing and Human resources functions. 

Sandspruit Works Association is currently a Section 21 Entity, and with effect from the 1st July 2005, 
became a Business Enterprise of the City of Tshwane Metropolitan Municipality. The City of Tshwane is 
currently in the process to convert the company into a municipal entity of the City of Tshwane Metropolitan 
Municipality. Depending on how the process unfolds, the relationship between Tshwane Metro and SWA 
could either be regulated through a Water Services Agreement (WSP Agreement) or a simple Service Level 
Agreement (SLA). 

Legislative Background 

The legislative framework within which water supply and sanitation services take place is mainly provided by 
the Water Services Act (Act 108 of 1997) (WSA Act). 

The WSA Act derives its mandate from Section 27 of the Bill of Rights in the Constitution. This section of the 
constitution provides, among other rights, that everyone has the right to have access to sufficient food and 
water. One of the main objects of the WSA Act is thus, to provide for the right of access to basic water supply 
and to basic sanitation. 

The WSA Act provides that every water services authority must - 

• Ensure access to efficient, affordable, economical and sustainable access to water services for all 
consumers; 

• Develop and approve bylaws; 

• Prepare water services development plan; 

• Either perform the function of water services provider itself or contract a water services provider. 

Role of the Water Service Authority 

WSA’s governance role provides for the following: 

• Ensuring access; 

• Regulating (bylaws, contract supervision); 

• Planning (WSDP); and 

• Funding of the operational shortfall. 

The WSA’s water provision legislatives role in the water services area is allocated to SWA. 
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Role of Sandspruit Works Association 

The water provision function is currently undertaken by Sandspruit Works Association on behalf of CoT. 
The water services provision functions currently undertaken by SWA include the following: 

• Daily operations; 

• Maintenance; 

• Customer relations; 

• Health and hygiene promotion; 

• Contract management; 

• Financial management; 

• Planning; 

• Monitoring and reporting; 

• Training and development of staff; 

• Human resource management; 

• Network system. 

WSP Profile 

The areas in which SWA provides the water services functions on behalf of the CoT are outlined below: 

Urban: 

> Garankuwa; 

> Mabopane; and 

> Winterveldt. 

Informal Settlements: 

> Itsoseng / Tusaneng, Winterveldt, A Informal and E Informal; 

> Units 20, 21 and 22; 

> Kopanong. 
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Section 2: Strategic Objectives 

Some of the key targets for the 2009/10 financial year were: 

Financial 

• Increase the collection ratio by 2%. 

• Increase expending of critical costs to 97% from 93%. 

• Decrease operational costs by 2%. 

• Increase the number of paying customers by 5%, based on June 2009 actual. 

• Ensure legislative compliance. 

• Enhance overall financial performance effectively. 

Human Resources 

• Retain key staff. 

• Decrease the time of staff procurement and placement to 4 months. 

• Implement practices to ensure that there is limited to no disputes. 

• Facilitate staff training to the value as per the 2009/10 budget. 

• Ensure that all disputes and claims are dealt with effectively within 3 months. 

• Achieve acceptable equity levels in management and disability. 

• Improve staff utilization. 

• Harmonize, integrate policies and procedures. 

• Ensure legislative compliance. 

Levels of Service 

• Ensure the quality of water meets the SANS standards. 

• Secure access to all reservoir sites. 

• Establish of permanent sampling points. 

• Achieve and maintain the network pressures in-between 4 and 6 Bars. 

• Install permanent loggers on the critical points in the network and install system to monitor. 

• Maintain the existing pressure reducing valves and install additional valves where necessary. 

• Ensure adequate bulk water supply in SWA water service delivery area. 

• Ensure that the 48 hours storage capacity is exist in the reservoirs and plan forward to maintain the 
storage capacity. 

• Improve the response time of allocated jobs 

Institutionally 

• Decrease Unaccounted Water by 2% 

• Finalise agreements with the appropriate Water Service Authorities. 

Context 

The following key indicators are utilized to describe the context of the SWA operations, including the 
Madibeng Municipality bulk water supply: 
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Operational: 


Description 

2006/2007 

2007/08 

2008/09 

2009/10 

Number of conventional consumers - Total 

56 836 

60 952 

62 236 

47 002 

- CoT 

41 901 

45 913 

46 931 

47 002 

- Madibeng 

14 935 

15 039 

15 305 

0 

Registered indigents 

4 634 

5 350 

8 959 

11 500 

Number of Kl Water purchased 

26 059 281 

25 207 373 

26 427 836 

23 553 400 

Number of Kl Water distributed 

25 690 081 

24 771 629 

24 750 227 

22 142 545 

% Bulk loss 

1,4% 

1,7% 

3.5% 

6.0% 

Number of kilolitres sold 

17 864 301 

18 048 462 

19 939 287 

22 142 545 

% Kilolitres lossed in distribution 

30,5% 

27.1% 

18.7% 

19.3% 

% UAW Total 

31,9% 

28,8% 

22.2% 

24.1% 

Indigent Debt Outstanding 

R 9 439 000 

R 8 342 000 

R 4 387 012 

R 9 707 782 


Governance 
Board of Directors 

During the year, Mr. N M Malefo resigned as Director and Chairperson of the Board. The directors of the 
company to date of this report are as follows: 

M Dooms - Non-Executive 

M E Makgato - Non-Executive 

K H Sekhokho - Non-Executive 

M J Taetsane - Executive 


The board of directors therefore is of a unitary structure comprising of 3 non-executive directors, all of whom 
are independent directors. The Chief Executive Officer was appointed as an executive director of the 
company during the previous year. 


The board of directors has met on 5 separate occasions during the financial year. The board schedules to 
meet at least 4 times per annum. All of the board members attended all of the meetings with the exception of 
N M Malefo who did not attend any meetings during the year. 
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Section 3: Chairperson’s report 


Sandspruit Works Association t/a Odi Water Services is a mechanism utilised by the City of Tshwane for the 
provision of water and sanitation services to its community in the Northern parts of Tshwane. As a municipal 
entity, SWA is obligated to comply with the legislative framework which ensures accountability, transparency 
and consultative processes, similar to the requirements which apply to a municipality in its own right. 

During the period 2009/2010 Sandspruit Works Association has proven that it acquires the necessary 
expertise and capacity to provide and improve the rendering of the Water Services to Consumers, and to 
assist CoT in extending the existing Water Services in the Water Services Area, to manage the Water 
Services Works and to render a Revenue Management Service in respect of the Water Services. 


A Service Delivery Agreement been developed and adopted by the City of Tshwane and Sandspruit Works 
Association which highlights the key strategic objectives of the Entity. SWA’s Board of Directors with 
extensive experience in the public and private sector has provided the management of SWA with valuable 
strategic guidance in achieving its objectives. 


Sandspruit Works Association has engaged in a number of projects which has become a source of 
commitment and enthusiasm for many and has shown compounded progression with setting basic 
standards, policies and strategic implementation. These initiations served as a catalyst for further municipal 
investment and, more importantly, private sector investment. The efforts and initiations taken have 
contributed significantly to renew confidence in the region. 


Sandspruit Works Association has shown that will continue to deliver in full co-operation with its parent 
municipality in meeting the exciting challenges that lie ahead for the city. Sandspruit Works Association is 
committed to sound corporate citizenship and has maintained its focus on ensuring that corporate 
governance policies and procedures are in line with best standard practices. 


I wish to take this opportunity of thanking the management and staff of Sandspruit Works Association for the 
commitment, passion and enthusiasm displayed during the past year. Our acknowledgement also goes to 
the Executive Mayor, the Mayoral Committee and senior management of the Municipality for their continued 
support and guidance in ensuring that the activities are aligned with the integrated development Plan of the 
City of Tshwane. 


ACTING CHAIRPERSON 
BOARD OF DIRECTORS 
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Section 4 Executive review by Managing Director 


My role as Accounting Officer in the year under-review has been characterized by two elements in particular 
change and challenges. Although the year under-review presented a number of challenges SWA 
management team continued to deliver improvements. Indeed the staff together with management team 
produced significant performance as SWA obtained unqualified opinion successively. The opinion has been 
as a result of improving on previous comments presented by Auditor General South Africa. 


In addition, one of the challenges was to address aging infrastructure while managing cost to be under 
budget and to increase revenue collection and on the other hand Sandspruit Works Association had to meet 
increasing public expectation for quality service. To respond to these challenges, SWA management had to 
examine and utilise variety of strategies which aimed at reducing costs and affording quality service to 
customers. 


In view of the above the entity pays much attention to: 

Reduction in unaccounted for water 

Revenue management 

Improving service delivery to the community 

In 2009/10 there was major shift and service delivery turnaround strategy was formulated. A team 
composing of Revenue, Legal, Marketing and Operations was established to focus on the aforesaid areas. 


During the year, SWA lost a number of experienced staff particularly in operations, several of whom were 
promoted into positions in other organizations. While this is a wonderful testament to quality of SWA staff, it 
presented significant challenges which warranted SWA to review the salary structure. 


In concluding I wish to gratefully acknowledged the ongoing and selfless contribution of management, and 
support from Water and sanitation division, guidance from the Board and of course our staff whose efforts to 
meet every request presented to them demonstrate their commitment and dedication to delivering excellent 
service. 


MATSEPELA TAETSANE 
MANAGING DIRECTOR 
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Section 5 Managing director’s report 


SWA delivers safe and reliable drinking water and sanitation services to its customers. In deciding what 
needs to be done in the years ahead a balance has to be struck between community segments as most 
SWA customers are classified as indigents. Unemployment is highly prevalent in the Odi area with, on 
average, only one person per household being employed. Non-payment of water services is a direct result 
of the low household income in these areas. There are currently in excess of 10 000 registered indigent 
consumers (approximately 25 % of current consumers) in the Odi area as reflected in the table below. It is 
however estimated that approximately 40 % of all consumers in the area may be indigent. 


Table 10: Registered Indigent consumers 



2005/6 

2006/7 

2007/8 

2008/9 

2009/10 


4 625 

4 635 

5 350 

8 960 

10 550 


The registration of indigent consumers substantially increased since 2009. The increase in registration has a 
serious effect on the collection of revenue, since once registered; no payments are made for water services. 
Although the indigent consumers, in terms of the Indigent Policy, has access to a volume of 12kl free water 
per month, 34 % of the registered consumers use water in excess of 12kl per month. Although the policy 
makes provision for the restriction of indigent consumers to a maximum volume of 12 Kl per month, these 
consumers are not restricted due to current ineffective restriction devices. This amounts to an 
unrecoverable amount of more than R850 000 per month. It envisaged that the Water Management Devices 
(WDM’s) currently installed by Tshwane will assist in addressing this problem and eventually resolve the 
issue. The installation progress is however dependant on the availability of funding. The arrears owed by 
consumers at the time of registration as indigents are also written off in terms of the Indigent Policy, which 
also has a negative impact on the financial viability of SWA. 

SWA has to set rigorous targets for further efficiency saving in future and adopt revenue collection strategy 
that would enhance the percentages or figures achieved below: 

Table 3: Average Year to Date revenue collection rates 



Average YTD 
2005/06 

Average YTD 
2006/07 

Average YTD 
2007/08 

Average YTD 
2008/09 

Average YTD 
2009/10 

Previous 
months billing 

R5 456 000 

R6 236 000 

R7 435 000 

R8 078 000 

R8 112 000 

Total payment 

R3 759 000 

R4 255 000 

R4 813 000 

R5 248 000 

R5 066 000 

Paid as % of 
billing 

68.9 

68.2 

64.7 

65.0 

61.9 
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The following measures are implemented to increase collections: 

• Auditing of restricted customers. 

• Introducing more effective restriction devices. 

• A larger number of monthly committed paying customers due to awareness and marketing campaigns. 

• Maintaining a monthly credit control action cycle. 

• Monthly monitoring of targets set and corrective actions taken. 

• Individual contact with Commercial Consumers. 

• The Senior Revenue Services Controller (Key accounts) to handle only commercial and 
government accounts. Focus and personal attention on these accounts will increase level of 
payments and improve communication. 

• Identify and focus on individual potential high income domestic areas to increase revenue 
collection. 

• Introduce incentive scheme to motivate Revenue Services Controllers and increase payment 
levels 

• Focus on a competitive spirit between decentralized offices to improve payment levels. 

Billing 

• The level and efficiency of billing needs to be increased through better application of the IMQS 
system to identify unbilled pockets. 

• Setting targets and analysing deviations from projections. Abnormalities to be compared with 
the water inflow to highlight areas of concern. 

• The levels of payment of current invoices and arrears need to be increased through the 
increase in the number of paying customers. The biggest challenge being Winterveldt. Roll out 
credit control/marketing actions in Winterveldt. 

• Revenue Collection needs to be carried out more efficiently. Need approval from CoT to 
implement the credit control process as per proposal to CoT. (Flow Limiter) 

• The success of the municipal courts and the use of ITC are tools to be rolled out together with 
the marketing and Legal leg of Odi. 

• Increased interaction between marketing, operations and revenue management. 

• Operational processes to ensure accuracy and verify sustainability of our actions. 

Credit Control 

• An average of 450 consumers is restricted on a monthly basis. 

• The following is still of major concern and a repeat of the previous year: 

° The restrictions devices are not effective. 

° Illegal reconnections are still a major concern. 

° Consumers are content with the supply of 12 kl. 

° Water leaks in the customers property creates an increasing outstanding amount, which 
usually exceeds the ability to pay. 

• The CoT is currently implementing a program to install Water Management Device (WDM’s), which 
should assist in restricting water consumptions to indigent consumers effectively. 

• Implement new improved restriction devices. 
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• Monitor restricted consumers closely through the implementation of the ICI program. 

• Press for regional Municipal Courts to attend to illegal connections. 

• Implementation of municipal courts. 

• Seek political acceptance for attachment of property 

• Rollout ITC implementation process. 


Summary operating results 

The operating results for the period ended 30 June 2010 are as follows: 
Table 1 Operating results 


Description 

Budget 

09/10 

Actual 09/10 

Index 

Budget 

09/10 

Actual 

09/10 

index 

Note 


(Revised) 

(Revised) 


(Revised) 

(Revised) 




4th Quarter 

4th Quarter 


YTDJun 10 

YTDJun 10 




R'OOO 

R'OOO 


R'OOO 

R'OOO 



REVENUE 








WWTW services 

6,829 

6,934 

101.5 

28,006 

28,170 

100.6 

1 

Madibeng Bulk Water sales 

8,455 

5,383 

63.7 

34,672 

20,968 

60.5 

2 

Water & Sanitation income 

29,255 

27,383 

93.6 

124,343 

108,524 

87.3 

3 

CoT subsidy 

17,347 

15,237 

87.8 

66,805 

58,872 

88.1 

4 

Sundry income 

352 

- 

- 

1,408 

8,075 

7.0 



62,238 

54,937 

88.3 

255,234 

224,609 

88.0 


Interest received 

4,763 

5,974 

125.4 

19,535 

20,816 

106.5 

5 


67,001 

60,911 

90.9 

274,769 

245,425 

89.3 


Government Grants 

1,272 

1,750 

137.6 

5,232 

7,898 

151.0 

6 

Total Revenue 

68,273 

62,661 

91.8 

280,001 

253,323 

90.5 


EXPENDITURE 








Bulk Water Purchases 

23,942 

19,338 

80.8 

98,192 

81,996 

83.5 

7 

Employee costs 

11,712 

12,441 

106.2 

47,529 

48,469 

101.9 

8 

Operational Expenses 

32,619 

32,516 

99.7 

134,280 

127,035 

94.6 

9 


68,273 

64,295 

94.2 

280,001 

257,500 

88.8 


Interest paid 

- 

72 


- 

1,161 



Total Expenditure 

68,273 

64,367 

94.3 

280,001 

258,661 

92.4 


Operational 

surplus/(shortfall) 


-1,706 



5,338 
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The financial result reflects the policy of recovering all operational losses from the City of Tshwane. The 
deficit of R4,8 million is in respect of a under recovery on the Waste Water Treatment Works. The contract 
with the Madibeng Local Municipality for supplying retail water services was suspended at the end of June 
2009, and the budget adjusted accordingly 


•Operating Revenue 

The following is a breakdown and description of the largest categories of revenue for the financial period: 
Table 2 Notes to the Financial Results 


Note 

Income source 


Description 

Amount 

Actual 

R’OOO 

1 

WWTW Services 


The amount reflects the income from 
City of Tshwane in respect of the 
Treatment of Bulk Waste Water. The 
actual is in line with the budget, but 
expenses exceeded budget by R4,8m. 

28 170 

2 

Madibeng Municipality 
water supply 

bulk 

Bulk water supplied to the Madibeng 
area by SWA and to be paid by 
Madibeng Local Municipality. The 
operational services were suspended 
end June 2009. The under 
performance to budget is as a result of 
restrictions applied in the Madibeng 
area for non-payment 

20 968 

3 

Water & Sanitation 
Water Services 

Odi 

Revenue through water and sanitation 
sales in the Tshwane area of supply. 
The decrease is as a result of reduced 
retail water demand. 

108 524 

4 

CoT Subsidy 


The subsidy recovered is R6m less 
than the budget, as result of 
operational savings. 

58 872 

5 

Interest 


Interest income reduced due to the 
Indigent account balances written off in 
line with the Indigent policy. 

20 816 

6 

Government grants 


Government grants received from 
DWAF for the Tshwane area of supply 
in terms of the DORA allocation. The 
grant for 2009/10 was increased by 
DWAF in relation to the budget. 

7 898 
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1.1.1. Operating Expenditure 


Table 3 Notes to the Financial Results 


Note 

Income source 

Description 

Amount 

Actuai 

R’OOO 

7 

Bulk Water Purchases 

The amount reflects the total bulk 
water purchases from Rand Water for 
the City of Tshwane and Madlbeng 
areas. The index of 83,5 reflects a 
saving of 16.5% for the whole year. 
This is in relation to the reduced 
demand in water from consumers and 
the reduced Madibeng bulk water 
sales. 

81 996 

8 

Employee cost 

Employee cost exceeded budget by 
1,9%. This is mainly as a result of 
increase costs in terms of the 
Madibeng suspension of services. 

48 469 

9 

Operational Expenses 

A saving of 7.6% was achieved in 
terms of the operational expense 
budget. 

Project cost of 7,9m included 

The major contributors were: 

a. Saving in maintenance and 
materials in the Odi area. 

b. Decrease in authority billing 
cost and rebates. 

127 035 
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The following indicates the breakdown per main expenditure group: 
Table 4 Operating Expenditure 

Operating Expenditure YTD June 2010 


32.8 


There are no major changes compared to the same period the previous year. 

2. PERFORMANCE ANALYSIS 

2.1. Performance Analysis 


Table 2 Performance measurement in terms of Tshwane Business Plan 


GOAL 

MEASURE 

Baseline 

08/09 

Target 09/10 

First Quarter 

Second 

Quarter 

Third 

Quarter 

Fourth 

Quarter 

1. Optimize revenue 

Revenue as a % of Total 

Billing 

68.2% 

67.5% 

62,5% 

65,1% 

57,7% 

62,1* 









2. Control costs 

Actual exp as % of Budget 

93% 

97% 

89,9 

89,5 

92,5 

89.2 









3. Increase number of paying 

customers 

^ Increase 

15 400 

15 100 

13 705 

15 261 

14 714 

14 901 









4. Discourage illegal 

reconnections 

Decrease % 

4 680 

30% Reduced 

3 376 

4 727 

4 437 

4 490 

3ra 











□ Bulk Purchases 

□ Employee Cost 

□ Depreciation 

□ Repairs and Maintenance 
■ Operating leases 

□ Other Operational cost 
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• The collection target that was reached in the fourth quarter was 62,1%. It is an improvement on the 
previous quarter, but stil way below the target of 70%. The reduction compared to the baseline is 
mainly as result of the poor payment in the domestic consumer’s category as a result of the RDP 
developments within the areas of supply. Registration of indigent consumers in the areas is currently 
in progress. 

• Expenses were below the target of 98% of budget. 

• The number of paying consumers increased from 14 719 during the third quarter to 14 905 in the 
third quarter. The increase in registered indigent consumers has a negative effect on the number of 
paying consumers. 

• Restricted consumer consumptions above 12 kl decreased to 3 6000 in the fourth quarter. The 
implementation of illegal connection inspections on a greater scale assisted to combat the illegal 
reconnections, but the ineffective restriction devices has a negative effect on the average 
consumption. The implementation of flow limiter devices will assist even further. 


Section 6: Statement of Responsibility 

The accounting officer is required by the Municipal Finance Management Act (Act 56 of 2003) to maintain 
adequate accounting records and is responsible for the content and integrity of the annual financial 
statements and related financial information included in this report. It is the responsibility of the accounting 
officer to ensure that the annual financial statements fairly present the state of affairs of the entity as at the 
end of the financial year and the results of its operations and cash flows for the period then ended. The 
external auditors are responsible for reporting on the fair presentation of the annual financial statements. 


The annual financial statements have been prepared in accordance with Standards of Generally Recognised 
Accounting Practice (GRAP). 


The annual financial statements are based upon appropriate accounting policies consistently applied and 
supported by reasonable and prudent judgments and estimates. 


The accounting officer acknowledges that he is ultimately responsible for the system of internal financial 
control established by the entity and places considerable importance on maintaining a strong control 
environment. To enable the accounting officer to meet these responsibilities, the accounting officer sets 
standards for internal control aimed at reducing the risk of error or loss in a cost effective manner. The 
standards include the proper delegation of responsibilities within a clearly defined framework, effective 
accounting procedures and adequate segregation of duties to ensure an acceptable level of risk. These 
controls are monitored throughout the entity and all employees are required to maintain the highest ethical 
standards in ensuring the entity’s business is conducted in a manner that in all reasonable circumstances is 
above reproach. The focus of risk management in the entity is on identifying, assessing, managing and 
monitoring all known forms of risk across the entity. While operating risk cannot be fully eliminated, the entity 
endeavours to minimise it by ensuring that the appropriate infrastructure, controls, systems and ethical 
behaviour are applied and managed within predetermined procedures and constraints. 


The accounting officer is of the opinion, based on the information and explanations given by management, 
that the system of internal control provides reasonable assurance that the financial records may be relied on 
for the preparation of the annual financial statements. However, any system of internal financial control can 
provide only reasonable, and not absolute, assurance against material misstatement or loss. 
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The accounting officer has reviewed the entity’s cash flow forecast for the year to 30 June 2011 and, in the 
light of this review and the current financial position, he is satisfied that the entity has or has access to 
adequate resources to continue in operational existence for the foreseeable future, provided that CTMM 
continues its financial support for the entity. 

The entity is wholly dependent on the CTMM for continued funding of operations. The annual financial 
statements are prepared on the basis that the entity is a going concern and that the CTMM has neither the 
intention nor the need to liquidate or curtail materially the scale of the entity. 


CHAPTER TWO: PERFORMANCE HIGHLIGHTS 


Section 1: Highlights and Achievements 


The Strategic Objective and other strategic information addressed during the year under review. 


1.1 Strategic Objective 1: Provide quality basic services 


1.2 Strategic Objective 2: To ensure good governance, financial viability and optimal 

institutional transformation with capacity in terms of 


Operations: 

> Reduce and Maintain Unaccounted for Water 

> Completion of New Meter Installation in Zone 15 

> Maintain Blue Drop Status 

> Compliance with SANS 241 


Marketing 

> Growing of stakeholder register and leverage stakeholder. 

> Improved Customer Service (Gazebo) 

> Installation of a new telecommunication system 

> Customer Education 


Human Resources 


> Introducing Interventions and Programs to assist the Organisation to develop Skills and 
Create awareness 

> Promote Activities that support a healthy and productive Workforce 

> Promote Care Welness Programmes and Aids Awareness Campaigns 
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Legal 


> Maintain 100% Compliance in terms of MFMA 

> Increase Debt Collection and Maintain Payment Levels 

> Reduce DAW - Prevention of illegal Connections/Tampering 

> Effective Contract Management 

> Mitigate the Risk of Third Party Claims 


Revenue 

> Increase Debt Collection and Maintain Payment Levels 

> Reduce UAW 

> Increase Commercial Payers by enforcing 100% credit Control 

> Maintain and Ensure 100% Data Integrity 


The areas managed by SWA’s are not self-sustainable and operational costs exceed income due to the 
issues raised below: 

The following income and expenditure patterns are common in the area of SWA 

• Most pensioners only receive a social grant from government 

• Unemployment is high in the area 

• The household income levels reflect a relatively poor community, whereby a direct relationship exists 
between actual employment levels and house hold size with household income levels 

• In line with communities in the area, the large proportion of income are utilised for food, followed by 
expenditure on items such as education, transport, housing, electricity and medical expenditure 
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Section 2: Financial Performance 


2.1.1 Operating results 


The operating results for the year ended 30 June 2010 are as follows: 



2009 

2010 


R 

R 

Revenue 

185 944 088 

157 661 903 

Cost of sales 

-122 725 111 

-118 810 703 

Gross surplus 

63 218 977 

38 851 200 




Other income 

47 071 227 

74 845 074 




Operating expenses 

-134 235 625 

-138 689 430 

Operating deficit 

-23 945 421 

-24 993 156 

Investment revenue 

20 774 748 

20 815 934 

Finance cost 

-29 049 

-1 160 516 




Deficit for the year 

-3 199 722 

-5 337 738 


The South African economy experienced a weak economic performance during 2009, but since the 
beginning of 2010 a slight recovery was noticed. The weak economy had an negative influence on job 
security, with the result that payment levels on consumer accounts drastically reduced during the financial 
period reported. Interest rates remained stable and the Rand remained strong despite lower interest rates. 
The Company was resilient and was able to deliver an improved level of service to the community. 


The operating result for the year within the Water Services Provision Division was well within budget. The 
Waste Water Treatment division has shown a operating loss of R4,9 million due to an extensive repairs and 
maintenance program on the plants. 
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2.1.2 Revenue 

The Operating revenue consists of the following: 


Revenue 

2009 

2010 


R 

R 

Waste Water Income 

31 394 697 

28 170 255 

Retail Water income 

102 027 200 

129 491 648 

Rendering of services - Madibeng 

52 522 191 

0 

ether income 

125 808 

75 924 

CTMM Subsidy 

35 278 819 

58 872 414 

Government grants 

10 774 749 

7 898 496 

Project income 

884 970 

7 998 240 

Interest received 

20 774 748 

20 815 934 

Total revenue 

253 783 182 

253 322 911 


The Company posted revenue of R 245 million for the year(Excluding project of 7,9m), compared to R 253 
during the previous year, a decrease of 3,0%. 

The main reason for the decrease in revenue is as result of the cancellation of the contract of rendering 
services to Madibeng Municipality. These services were suspended 30 June 2009, but we continued to 
supply bulk water to Madibeng, as is noted in the increase of retail water sold. 

The subsidy from the Shareholder, the City of Tshwane Metropolitan Municipality, has increased by 66% as 
a result of the cancellation of the contract with Madibeng Municipality, and the decrease in subsidy from 
DWA. The subsidy from DWA decreased from Rll million to R8 million. 
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2.1.3 Results of Operations 


Financial 



Expenditure 

2009 

2010 


R 

R 

Debt impairment 

49 881 201 

62 407 126 

Billing expenses 

4 700 636 

3 985 245 

Depreciation and amortisation 

2 754 761 

2 981 228 

Employee related expenses 

48 293 169 

48 468 548 

Finance costs 

29 049 

1 160 516 

General expenses 

148 919 313 

138 641 218 

Repairs and Maintenance 

1 384 253 

876 015 

Workshops and Conferences 

142 433 

131 191 

Total Expenditure 

256 104 815 

258 651 087 


Operational costs decreased by 4,2% on the previous year total of R256 million to R245 during the 2009/10 
financial period. The key operational cost that contributed to the decrease was mainly under General 
expenses. This was as a result of the cancellation of the service contract to Madibeng Municipality. 

Debt impairment Increased by 25,1% mainly as result of the Increase In registered Indigents resulting in the 
arrears being written of in terms of the indigent policy. 

Section 3: Capital Projects 

There were no Capital projects undertaken by SWA as all Capital projects are done by City of Tshwane. 
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Section 4: Performance against IDP and City Scorecard 


KPA 

KPI 

Baseline 

Target 

Total 

09/ 10 

Comment 

GENERAL 





Operations 

Obtain Licences (Permits) from DWAF 
that differentiate required standards to 
reflect differences per works 

0% 

100% 

90% 

Application was submitted to 
Department: Water Affairs & 
Forestry. The licence has been 
delayed pending the 
completion of the extensions 
at the plants. 


Reduce spillages at the pump stations 
and works per targets set 

90% 

100% 

100% 

Spillages were within targets 
set. 

Corporate 

Comply with MFMA - no repeat 
offences 


100% 

100% 

Complies to MFMA 

CUSTOMER SERVICE 







Water 

6% 

18.20% 

The total number of complaints 
includes both water and meter 

Total number of complaints, 
written or verbal by type (e.g. 
billing, quality, interruptions, 
other) 

Improve number of complaints as % 

Meter 

Total 


5.30% 

queries for 09/10 financial 
year. Water queries are 
reduced by 18.20% and meter 
queries by 5.30% compared to 
08/09 financial year. The 
overall reduction is 10.20% 





10.20% 


Time required to respond to 
inquiries and complaints 

Average response time per query type 

24hrs 

12hrs 

18hrs 

Improvement on the baseline 
is currently at 18hrs. that is 
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KPA 

KPI 

Baseline 

Target 

Total 

09/ 10 

Comment 






queries reported are attended 
to within 18hrs 

1 ncrease the number of paying 
customers 

5% above previous annual average 

15 000 

15 100 

14 923 

The increase of nearly 100% in 
the registration of indigent 
consumers had a negative 
effect on the number of paying 
customers. 

COMMERCIAL PERFORMANCE 





Collection ratio (amount collected 
as % of that billed) 

% 1 mprovement and trend. Based 
upon the portion of the billing 
managed by SWA 

68% 

67,5% 

61,9% 

Domestic consumer payments 
reduced during year as result 
of economic recession. 

BEE 

60% BEE procurement on controllable 
expenditure 


60% 

80% 

0 Variance is due to 

specialized jobs done by 
specialized contractors and 
inherited contracts 

1 ncrease expending on critical 
costs 

Target 97% 

93% 

97% 

88% 

0 Due to improved water 
demand management 

0 1 mproved operations and 

maintenance on the 
network elements and 
pipes 

Commercial and legal 
performance 

Legal Compliance 

Number of illegal connections legalized 

Ensure Compliance in terms of the 
Legislative Requirements 

325 

100% 

250 

100% 

248 

100% 

0 Pilot Projects in place to 
decrease illegal 
connections and increase 
debt collections 

WATER SERVI CE EFFECTI VENESS/ EFFI Cl ENCY/ SERVI CE RESPONSE 





CAPEX 





1 mplementation of capital 
investment programme 

Measure achieving milestones in terms 
of time delay and % 

100% 

100% 

65% 

0 65% of the allocated 

budget has been utilized. 
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KPA 

KPI 

Baseline 

Target 

Total 

09/ 10 

Comment 






0 The Projects will be 
completed in December 
2010. 

HUMAN RESOURCES 





Staff turnover 

Retention ratio 

5% 

3% 

2.8% 

Low turnover 

Staff procurement period 

Recruitment process period 

5 months 

4 months 

6 months 

Reaching 100% 

Period of dealing with industrial 
relations 

Dispute resolve time 

2 months 

1 months 

1 month 

No industrial disputes recorded 

Staff training 

Budget vs. actual as per matrix 

100% 

100% 

47% 

Due to cash flow problem 

Employment Equity 

Implementation of employment equity 
plan. 

100% 

100% 

90% 

0 1 n terms of blacks well 

represented 

0 1 n terms of women gender 

lacking 

Health and safety reportable 
incidents 

Reduce number of incidents reported 

2% 

1% 

2.93% 

(injury on 
duty) 

0 Lack monitoring and 
supervision due OHS 
position been vacant. 

0 Position not been finalised 
due to Madibeng hand over 
and transfer delay 

Legislative Compliance 

Ensure Legislative Compliance 

100% 

100% 

80% 

Outstanding in terms of 
written policies. 

1 mprove staff utilization 

Absenteeism rate 

5% 

3% 

3.17% 

EAP in place dealing with 
absenteeism (Sick) 

Absenteeism program in place 
through ABSA 

CUSTOMER AND REVENUE 





Credit Control Policy 

Implement the credit control policy as 
per WSA requirement 

Policy 

100% 

88% 

0 Variance due to delay of 
Indigent registration 
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KPA 

KPI 

Baseline 

Target 

Total 

09/ 10 

Comment 






processes. 

0 Positions and accessibility 
of the meters 

0 No go areas in certain 

areas 

CRITICAL SUCCESS FACTORS 





Water quality 

Compliance with SANS 241 

95% 

98% 

100% 

Received Class 1 rating 

Effluent Quality 

Proportion of wastewater samples 
which pass DWAF wastewater 
standards 

100% 

100% 

65.6% 

0 Non compliance in some 
plants due to plant's 
design 

0 Construction in a planning 
phase 

Customer Service 

Response time on calls answered 

45 sec 

30 sec 

90% 

0 90% of the calls were 

answered within 30% 
seconds because of the 
introduction of the primary 
rate line, and dedicated 
direct numbers to all office 
bound employees. This has 
assist in reducing the 
volume of calls at the 
switch board. 

Assurance of supply 

24 Hours supply 

95% 

98% 

98% 

0 1 n the event of 

interruptions, the water 
supply will be restored 
within 24 hours 

0 1 n the event of an 

emergency interruption, 
the water supply will be 
restored within a stipulated 
timeframe, depending on 
the nature and extent of 
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KPA 

KPI 

Baseline 

Target 

Total 

09/ 10 

Comment 






the emergency. 

Network pressure 

4-6 bars as a percentage of 24 hours 

80% 

95% 

92% 

0 1 nsufficient network to 

cope with increased 
demand. (For Low 
pressure) 

0 1 nsufficient network 

elements (PRV'S) to 
reduce high pressures 

Unaccounted for Water 

Billing measured against water bought 
in bulk 

32% 

28% 

31.29% 

0 Billing problems 

0 Lack of funds to execute 
required projects 

General 





To manage and monitor customer 
satisfaction levels 

% 1 ncrease in CSI 

3% 

5% 


While customer complaints has 
been reduced in terms of 
registered queries, it is 
however difficult to quantify 
the level of customer 
satisfaction since tools for 
measurement have not been 
introduced. 

UNIT COSTS 





Unit cost of water and waste per 
unit 

Decrease operational costs per unit 
supplied 

Budget 

2% 

18.5% per 
unit 

0 GDP Index not considered 
in setting the target 
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Section 5: Assessment of Arrears on municipal taxes and service charges 


5.1 Amounts owed by consumers 


Sandspruit Works Association - Supporting 
Table F3 Entity Aged debtors - 30/06/2010 








Current Year 2009/10 





Detail 













NT Code 

0- 

31- 

61- 

91- 

121- 

151- 

181 Days 

Over 


Bad 

Debts 



30 

60 

90 

120 

150 

180 

- 

1 

Total 

R thousands 


Days 

Days 

Days 

Days 

Days 

Days 

lYear 

Year 


Debtors Age Analysis By Revenue Source 












Rates 

1200 









- 


Electricity 

1300 









- 


Water 

1400 

7,655 

7,926 

7,375 

6,283 

6,306 

6,311 

223,009 


264,864 

249,742 

Sewerage / Sanitation 

1500 

5,251 








5,251 


Refuse Removal 

1600 









- 


Housing (Rental Revenue) 

1700 









- 


Other 

1900 









- 


Total By Income Source 

2000 

12,906 

7,926 

7,375 

6,283 

6,306 

6,311 

223,009 

” 

270,115 

249,742 

Debtors Age Analysis By Customer Group 












Government 

2200 

5,284 

695 

572 

283 

173 

351 

6,417 


13,776 

- 

Business 

2300 

1,148 

397 

231 

271 

167 

128 

4,584 


6,926 

- 

Households 

2400 

6,474 

6,833 

6,573 

5,729 

5,966 

5,832 

212,008 


249,414 

- 

Other 

2500 









- 

249,742 

Total By Customer Group 

2600 

12,906 

7,926 

7,375 

6,283 

6,306 

6,311 

223,009 

” 

270,115 

249,742 
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5.2 


Amounts owed by the Entity for service charges 


NAME 

AREA 

STAND 

ACCUMULATED 

BALANCE 

COMMENTS 

CoT 

MABOPANE STATION 


275,199.02 

Current 

CoT 

BLOCK M PARK 2 

ARK2 

164,610.86 

Sanitation Charge to be reversed 

CoT 

TRANSFER STATION PAR 

2 

160,320.73 

Disconnected 

CoT 

SLOVO PARK 


117,914.76 

Sanitation Charge to be reversed 

CoT 

BLOCK D PARK 


109,241.71 

Sanitation Charge to be reversed 

CoT 

GARANKUWA TRC 

9111 

107,777.15 

Reconciled 

CoT 

BLOCK 23 PARK 3 

ARK3 

107,106.56 

Sanitation Charge to be reversed 

CoT 

WASTE MANAGEMENT 

2031 

103,551.35 

Duplicated account 

CoT 

BLOCK U PARK 1 

49 

103,433.87 

Sanitation Charge to be reversed 

CoT 

ZONE 7 PARK 4 

662 

98,718.92 

Sanitation Charge to be reversed 

CoT 

BLOCK V PARK V 


86,399.85 

Sanitation Charge to be reversed 

CoT 

BLOCK C PARK 


83,987.02 

Sanitation Charge to be reversed 

CoT 

MULTIPURPOSE CENTRE 

1480 

81,554.98 

Paid 

CoT 

ZONE 25 PARKS 

ARK6 

78,707.71 

Sanitation Charge to be reversed 

CoT 

KEATLARETSE EARLY LR 

5797 

72,541.56 

Account handed to COT 

CoT 

ZONE 23 PARK 1 GARAN 


72,166.38 

Sanitation Charge to be reversed 

CoT 

BLOCK 23 PARK 4 

ARK4 

69,658.45 

Sanitation Charge to be reversed 

CoT 

LEBANON PARK 2 

2 

69,550.87 

Sanitation Charge to be reversed 

CoT 

ZONE 25 PARK 13 

AR13 

68,998.10 

Sanitation Charge to be reversed 

CoT 

ZONE 16 PARK 

812 

66,602.40 

Sanitation Charge to be reversed 

CoT 

ZONE 25 PARK 8 

ARK8 

66,335.14 

Sanitation Charge to be reversed 

CoT 

ZONE 7 PARK 1 

663 

61,519.07 

Sanitation Charge to be reversed 

CoT 

MABOPANE WASTE MANAG 

5206 

60,715.57 

Duplicated account 

CoT 

ZONE 25 PARK 1 


60,265.31 

Sanitation Charge to be reversed 

CoT 

BLOCK U PARK 2 


57,815.43 

Sanitation Charge to be reversed 

CoT 

MABOPANE CEMETRY 


49,867.39 

Reconciled 

CoT 

ZONE 1 CIRCLE PARK 


46,034.43 

Sanitation Charge to be reversed 
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CoT 

ZONE 23 PARK 2 GARAN 


44,745.34 

Sanitation Charge to be reversed 

CoT 

ZONE 8 PARK 3 

2307 

44,366.85 

Sanitation Charge to be reversed 

CoT 

LEBANON PARK 1 

1 

42,206.89 

Sanitation Charge to be reversed 

CoT 

ZONE 25 PARK 12 

AR12 

36,150.63 

Sanitation Charge to be reversed 

CoT 

GARAN KUWA STADIUM 


34,040.26 

Paid 

CoT 

ZONE 25 PARK 11 

ARll 

33,021.68 

Sanitation Charge to be reversed 

CoT 

ZONE 21 PARK B 


31,357.48 

Sanitation Charge to be reversed 

CoT 

ZONE 23 PARK 3 GARAN 


28,738.33 

Sanitation Charge to be reversed 

CoT 

BLOCK 23 PARK 5 

ARK5 

27,566.70 

Sanitation Charge to be reversed 

CoT 

ZONE 1 PARK 3 

P3 

27,130.28 

Sanitation Charge to be reversed 

CoT 

ZONE 25 PARK? 


25,437.14 

Sanitation Charge to be reversed 

CoT 

ZONE 25 PARK 9 

ARK9 

24,381.04 

Sanitation Charge to be reversed 

CoT 

MORULA VIEW PARK 


23,033.62 

Sanitation Charge to be reversed 

CoT 

SEWERAGE TREATMENT 


21,954.82 

Paid 

CoT 

BLOCK U PARK 3 


20,904.65 

Sanitation Charge to be reversed 

CoT 

DUBE COMMUNITY HALL 

626 

19,664.38 

Account handed to COT 

CoT 

WINTRVELDT CBD 

1541 

17,662.52 

Reconciled 

CoT 

WINTERVELDT COUNCIL 

1657 

15,594.38 

Paid 

CoT 

ZONE 25 PARK 25 


12,578.95 

Sanitation Charge to be reversed 

CoT 

ZONE 25 PRAKIO 

ARIO 

11,809.14 

Sanitation Charge to be reversed 

CoT 

ZONE 20 PARK 8 

ARK8 

11,767.44 

Sanitation Charge to be reversed 

CoT 

ROAD AND STORM DIV 

ROADS 

11,331.60 

Current 

CoT 

EMALAHLENI SKILL DEV 

5086 

11,313.20 

Paid 

CoT 

CASANTRA PARK GARANK 


10,767.03 

Current 

CoT 

ZONE 20 PARK 9 

ARK9 

8,103.15 

Sanitation Charge to be reversed 

CoT 

MABOPANE INDOOR SPOR 


7,156.12 

Paid 

CoT 

ZONE 8 PARK 2 

2310 

6,804.39 

Sanitation Charge to be reversed 

CoT 

ZONE 20 PARK 2 

ARK2 

6,640.66 

Sanitation Charge to be reversed 

CoT 

SUPERINTENDENT OFFIC 

2217 

6,597.57 

Reconciled 

CoT 

ZONE 7 PARK 3 


5,755.41 

Sanitation Charge to be reversed 

CoT 

ZONE 7 PARK 2 

662 

5,039.40 

Sanitation Charge to be reversed 
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CoT 

ZONE 17 PARK GARANKU 

9714 

4,501.07 

Sanitation Charge to be reversed 

CoT 

ZONE 20 PARK 7 


3,843.66 

Sanitation Charge to be reversed 

CoT 

WINTERVELDT CEMETRY 

1657 

2,628.26 

Current 

CoT 

GARANKUWA SKILL BUSI 

5030 

1,939.29 

Reconciled 

CoT 

ZONE 1 PARK 1 

PI 

1,881.00 

Sanitation Charge to be reversed 

CoT 

ZONE 1 PARK 2 

PI 

1,881.00 

Sanitation Charge to be reversed 

CoT 

ZONE 20 PARK 4 

ARK4 

1,881.00 

Sanitation Charge to be reversed 

CoT 

TSHWANE METRO COUNCI 

1864 

1,665.36 

Paid 

CoT 

SUPEINTENDENT OFFICE 

9035 

1,462.72 

Paid 

CoT 

MABOPANE OFFICE -B 

2729 

1,417.44 

Paid 

CoT 

ZONE 20 PARK 6 


1,371.64 

Sanitation Charge to be reversed 

CoT 

LEBANON PARK 

524 

1,234.12 

Sanitation Charge to be reversed 

CoT 

CITY OF TSHWANE 

2033 

565.50 

Sanitation Charge to be reversed 

CoT 

BLOCK X REVENUE OFFI 

1653 

541.29 

Paid 

CoT 

ZONE 25 PARK 4 

ARK4 

324.14 

Current 

CoT 

28 BLOCK U PARK 

28 

78.07 

Meter stuck 
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5.3 Assessment of Director’s and senior managers’ municipai accounts 


Name of Director/ 
Senior Manager 

Designation 

Name of 
Municipality 

Municipal Account 
Name & Account 

Number 

Account 

Status 

Comments 

M J Taetsane 

Managing Director 

Erkhuruleni 

MJ Taetsane 

2202285068 

Current 


P Avenant 

Financial Manager 

CoT 

P Avenant 

2052509091 and 

5004372309 

Current 


S Baronian 

Operation Manager 

Johannesburg 

S Baronian 

LUM0023A 

Current 


S Mokwena 

Human Resource M 

CoT 

S Mokwena 

1012274592 

Current 


S Nkosi 

Marketing Manager 

CoT 

S Nkosi 

5002048904 and 

0310546798 2 

Current 
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Section 6: Statement on amounts owed by Government Departments and public entities 


NAME 

AREA 

STAND 

ACCUMULATED 

BALANCE 

COMMENTS 

ABEL MOTSHWANE SCHOO 

PRIVATE BAG X314 

2788 

318,857.31 

Section 21 school 

ANC CONSTITUENCY OFF 

1586/2 BEIRUT 

1586 

10,864.95 

Disconnected 

ATLEGANG HIGH SCHOOL 

PRIVATE BAG X526 

4555 

8,598.82 

Section 21 school 

BACHANA MOKOENA P SC 

2202 GARANKUWA VIEW 

2202 

5,890.53 

Current 

BAFETI MIDDLE SCHOOL 

PRIVATE BAG X521 

2299 

6,671.47 

Section 21 school 

BANA PRIMARY SCHOOL 

PO BOX 238 

2513 

763.44 

Paying customer 

BODUBELO PRIMARY 

6144 ZONE 16 

6144 

33,821.58 

Section 21 school 

BODUBELO PRIMARY SCH 

1 ZONE 16 

1 

41,563.08 

Arrangement 

BOIKANYO PRIM SCHOOL 

PO BOX 147 

6144 

667.99 

Current 

BOITEKANELO P SCHOOL 

PO BOX 81 

734 

7,889.15 

Section 21 school 

BOLOKANANG PRI SCHOO 

2831 ZONE 2 

2831 

33,078.73 

Section 21 school 

BOTSALO PRIMARY SCH 

PO BOX 94 

4554 

11,061.10 

Section 21 school 

D H MOKOMA H SCHOOL 

PRIVATE BAG X559 

487 

4,101.38 

Section 21 school 

DEPT EDU (MEKWA D) 

30 BLOCK U 

30 

632.71 

Disconnected 

DEPT HEALTH SOC WELF 

775 ZONE 7 

775 

5,835.89 

Paid 

DEPT OF EDUCATION 

190 BLOCK C 

190 

649.37 

Paid 

DEPT OF HEALTH 

P O BOX 9514 

431 

2,321.84 

Paid 

DEPT OF PRESIDENCY 

677 ZONE 7 

677 

111.56 

Govt house - restricted 

DEPT OF PRISON 

911 BLOCK U 

911 

15,511.88 

Govt house - restricted 

DEPT OF PRISON 

909 BLOCK U 

909 

13,137.92 

Govt house - restricted 

DEPT OF PRISON 

924 BLOCK U 

924 

1,710.93 

Govt house - restricted 

DEPT OF PRISON 

914 BLOCK U 

914 

64.03 

Govt house - restricted 

DEPT OF PUBLIC WORKS 

2882 ZONE 8 

2882 

749.48 

Current 

DEPT OF TRANSPORT 

247 ZONE 16 

247 

8,671.17 

Disconnected 

DEPT OF WORKS 

1058 ZONE 7 

1058 

34,263.81 

Paid 

DEPT OF WORKS 

1057 ZONE 7 

1057 

5,884.36 

Paid 

DEPT OF WORKS 

884 BLOCK U 

884 

5,229.69 

Paid 

DEPT OF WORKS 

4446 BLOCK B 

4446 

437.13 

Paid 
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DIKAGO DINTLE P SCH 

STAND 1060 

1060 

87.41 

Current 

DIKGAKOLOGO P SCHOOL 

PRIVATE BAG X304 

1336 

1,408.76 

Section 21 school 

DISTRIC COMMANDANT 

263 ZONE 16 

263 

6,039.59 

Paid 

DITSHEGO MID SCHOOL 

PRIVATE BAG X522 

4444 

37,388.74 

Section 21 school 

DR MOREOSELE H/SCH 

PRIVATE BAG X517 

2163 

69,786.63 

Section 21 school 

DR S MOTSUENYANE SCH 

STAND 1571 

1571 

269,178.59 

Section 21 school 

DUBE POLICE STATION 

PRIVATE BAG X120 

626 

483.29 

Current 

EMA PRIMARY SCH 

PO BOX 1106 

4272 

65,119.04 

Section 21 school 

FIRE DEPT FALT 

COMMBLOCKY SAFETY 

11 

1,670.63 

Paid 

GALEBOE MIDDLE SCHOO 

P O BOX 2472 

1459 

86,162.36 

Section 21 school 

GOV HOUSE A 

6600A ZONE 6 

6600 

5,391.39 

Govt house - restricted 

HELEN MAY PRE SCHOOL 

237 BLOCK U 

237 

24.58 

Current 

HOLELE HIGH SCHOOL 

PRIVATE BAG X1050 

6545 

29,488.44 

Section 21 school 

IKAGENG PRIM SCHOOL 

2830 ZONE 2 

2830 

3,607.35 

Section 21 school 

IKAGENG SCHOOL 

2833 ZONE 2 

2833 

1,068.56 

Section 21 school 

IKELENG P SCHOOL 

PO BOX 780 

138 

2,242.10 

Current 

INTELIGENCE SERVICES 

508 BLOCK C 

508 

724.71 

Govt house - restricted 

INTELLIGENCY OFFICES 

BLOCK U 


5,546.11 

Disconnected 

ITSENG P SCHOOL 

PRIVATE BAG X318 

1032 

9,812.77 

Section 21 school 

ITSOSENG PRIMARY SCH 

P O BOX 172 

5803 

69,031.16 

Section 21 school 

KAGISANONG P/ SCHOOL 

PO BOX 151 

7384 

6,815.55 

Section 21 school 

KGODISONG PRE SCHOOL 

1588 ZONE 1 

1588 

24,886.83 

Arrangement 

KGOLAGANYO SCHOOL 

PLOT 870 

870 

2,649.33 

Section 21 school 

KGOPOTSE PRI SCHOOL 

STAND 1654 

1654 

936.91 

Merged 

KGOPOTSO PRE SCHOOL 

PO BOX 2132 

1654 

2,387.75 

Arrangement 

KHULANI P SCHOOL 

PO BOX 655 

1378 

18,437.19 

Section 21 school 

KOPA DILALELO P/SCH 

PO BOX 82 

2735 

966.85 

Section 21 school 

LEBOGANG PRIMARY SCH 

PO BOX 79 

5806 

22,340.97 

Section 21 school 

LEKGALONG PRIMARY 

1144 ZONE 1 

1144 

1,435.49 

Section 21 school 

LESEGO PRIMARY SCH 

PO BOX 130 

5801 

8,445.27 

Section 21 school 

LESOLANG PRIM SCHOOL 

PO BOX 38 

8833 

14,223.22 

Section 21 school 
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LOWE MID SCHOOL 

192 ZONE 16 

192 

4,387.13 

Current 

LOWE MIDDLE SCHOOL 

ZONE 16 


1,847.40 

Section 21 school 

LUCAS MOTSHABANOSI S 

PO BOX 192 

1607 

4,280.99 

Section 21 school 

M H BALOYI TECHNICAL 

PRIVATE BAG X603 

1658 

62,701.95 

Section 21 school 

MABOPANE CIRCUIT 

4445 BLOCK B 

4445 

114,642.22 

Reconciled 

MABOPANE HIGH SCHOOL 

PRIVATE BAG X503 


1,972.60 

Section 21 school 

MABOPANE MAINTENANCE 

PRIVATE BAG X1124 

4351 

1,035.46 

SWA 

MABOPANE POLICE ST A- 

BLOCK B 


9,206.80 

Paid 

MACHINGA M K 

6157 BLOCK S 

6157 

124.13 

Domestic 

MAFULO A MATALA 

260 BLOCK C 

260 

176.77 

Restricted 

MAHLWARENG P SCHOOL 

1654 (AH) 

1654 

11,925.27 

Section 21 school 

MAPENANE M SCHOOL 

193 ZONE 16 

193 

1,665.90 

Section 21 school 

MAREKHUTSANE SCHOOL 

PO BOX 35 

870 

276.45 

Section 21 school 

MARULA PRIM. SCHOOL 

PO BOX 129 

2027 

14,909.77 

Section 21 school 

MATSEPA PRI SCHOOL 

PO BOX 146 

4027 

22,873.06 

Section 21 school 

MLOKOTWA-DUBE P SCH 

PO BOX 76 

1060 

483.29 

Section 21 school 

MODIRI HIGH SCHOOL 

PO BOX 139 

2818 

15,561.18 

Section 21 school 

MODISABANA PRESCHOOL 

11637 BLOCK X 

11637 

2,569.66 

To be moved to commercial 

MODISELLE PRIM SCHOO 

PO BOX 131 

1734 

808.77 

Section 21 school 

MOLEMI PRE SCHOOL 

1240 ZONE 16 

1240 

27,916.37 

To be moved to commercial 

MONTSHO PRIMARY SCHO 

PO BOX 273 

1561 

7,876.63 

Section 21 school 

MORETELE CIRCUIT FUN 

837B BLOCK B 

837 B 

3,909.16 

Reconciled 

MOTSEMOGOLO SCHOOL 

STAND 870 

870 

1,631.06 

Section 21 school 

MPHO PRIMARY SCHOOL 

PO BOX 80 

733 

919.26 

Section 21 school 

NEO PRIMARY SCHOOL 

4225 ZONE 3 

4225 

8,322.56 

Section 21 school 

NICK MPYE M SCH 

PRIVATE BAG X565 

1060 

3,557.85 

Section 21 school 

NONG PRIMARY SCHOOL 

PO BOX 152 

1270 

969.55 

Section 21 school 

ODI HIGH SCHOOL 

PO BOX 204 

4221 

60,327.91 

Section 21 school 

ODI MILITARY BASE 

ZONE U 


98,860.20 

Paid 

ODI SPORTS STADIUM 

MANGOPE HIGHWAY 

BULK 

3,205,022.45 

Legal account 

PABALELO VERBETERING 

2829 ZONE 2 

2830 

6,241.63 

Paid 
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PELOTONA MID SCHOOL 

PRIVATE BAG X551 

246 

8,672.56 

Section 21 school 

PHEDISONG 4 CLINIC 

DEPT OF HEALTH 

5102 

957.56 

Paid 

PHEDISONG 4 CLINIC 

DEPT OF HEALTH 

5101 

53.43 

Paid 

PLT PROJECTS 

BEIRUT PHASE 1 

0 

2,478.45 

Written off 

PRISON ODI 

PRIVATE BAG X2085 


332,718.08 

Paid 

RADINEO PRIMARY SCH 

PO BOX 346 

1051 

12,968.32 

Section 21 school 

RAKALE PRIMARY SCH 

PO BOX 164 

4222 

2,601.40 

Section 21 school 

RANTAILANE HIGH SCHO 

5799 ZONE 4 

5799 

7,274.50 

Section 21 school 

RATSHETLO PRIMARY SC 

PO BOX 136 

2020 

3,574.19 

Section 21 school 

REATLEGILE P SCHOOL 

STAND 3291 U-EXT 

3291 

28,590.53 

Section 21 school 

REFALOTSE PRIMARY SC 

PRIVATE BAG X532 

1607 

4,961.76 

Section 21 school 

REFILWE P SCHOOL 

STAND 1572 

1572 

8,042.88 

Section 21 school 

REIMOLOTSWE P SCHOOL 

PO BOX 6 

306 

878.62 

Section 21 school 

REINOTSWE SPEC SCH 

PO BOX 57 

1480 

905.40 

Section 21 school 

RETLILEPELE PRIMARY 

PO BOX 61 

3218 

5,664.98 

Section 21 school 

RETSHOLENG PRIMARY 

PO BOX 552 

1401 

29,314.84 

Section 21 school 

ROADS & STORM WATER 

PO BOX 1409 

5204 

13,287.06 

Reconciled 

SAPS 

9111 ZONE 5 

9111 

739.95 

Meter changed 

S.MKHATSHWA MID SCH 

PO BOX 704 

0 

6,433.85 

Section 21 school 

SAP POLICE OFFICE 

102 INDUSTRIAL AREAA 

11 

1,026.05 

Paid 

SELELO P SCHOOL 

188 BLOCK E 

188 

13,468.32 

Section 21 school 

SETLALENTOA HIGH SCH 

PRIVATE BAG X1014 


221,809.29 

Section 21 school 

SETUMO KHIBA N SCH 

PRIVATE BAG X560 

3216 

2,194.33 

Section 21 school 

SOUTH AFRICAN COMM. 

248 ZONE 16 

248 

4,848.37 

To be moved to domestic 

THABA P SCHOOL 

PRIVATE BAG X313 

134 

1,882.21 

Section 21 school 

THE OMBUDSMAN 

2188 ZONE 8 

2188 

460.16 

Reconciled 

THULAGANYO MID SCHOO 

PO BOX 131 

1654 

20,537.82 

Section 21 school 

TIDIMALONG P SCHOOL 

ATT ME MAKGABUTLANE 

1509 

6,210.81 

Section 21 school 

TIM MODISE PRM SCHL 

PO BOX 151 

7383 

2,743.28 

Section 21 school 

TLOTLOMPHO PRIM SCHO 

PO BOX 3 

650 

2,462.05 

Section 21 school 

TOKYO SEGWALE MD SCH 

PO BOX 63 

1145 

80,856.33 

Section 21 school 
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TRANSPORT OFFICES 

EFFORT KGAMEDI 

5204 

49,853.10 

Paid 

TSELATSHWEU PRI SCH 

287 ZONE 1 

287 

12,936.17 

Section 21 school 

TSHEPO MIDDLE SCHOOL 

PO BOX 66 

4224 

1,954.80 

Section 21 school 

TSHWANE SOUTH COLLEG 

PRIVATE BAG X1018 

5218 

14,727.29 

Paid 

TSWELELANG MIDDLE 

5800 ZONE 4 

5800 

5,509.77 

Section 21 school 

WINTERVELDT HIGH SCH 

PRIVATE BAG X597 

626 

5,295.65 

Section 21 school 

WINTERVELDT TRAINING 

1655 KLIPPAN NORTH 

1655 

4,555.28 

SWA 
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CHAPTER THREE: DIRECTOR’S REPORT AND GOVERNANCE 


Section 1: Corporate Governance Statement - 

The Board of Directors and Executives recognise and are committed to the principles of 
openness, integrity and accountability advocated by the King ll/lll Code on Corporate 
Governance. Through this process, shareholders and other stakeholders may derive assurance 
that the entity Is being ethically managed according to prudently determined risk parameters in 
compliance with generally accepted corporate practices. Monitoring the entity’s compliance with 
King Code on Corporate Governance forms part of the mandate of the group audit committee. 
The entity has complied with the Code in all respect during the year under review. 

The Board of Directors has incorporated the City of Tshwane’s Corporate Governance Protocol 
(the Protocol) in its Board Charter, which inter alia regulates its relationship with the City of 
Tshwane as its sole member and parent municipality in the interest of good corporate 
governance and good ethics. 

The Protocol Is premised on the principles enunciated in the King Report for Corporate 
Governance for South Africa 2002 (“King ll/lll report”). The Company steadfastly consolidated its 
position in respect of adherence to the King II report on Corporate Governance, entity’ practices 
are, in most material instances, in line with the principles set out in the King ll/lll Report. 
Ongoing steps are however taken to align practices with the Report’s recommendations and the 
Board continually reviews our progress to ensure that we improve our Corporate Governance. 
During the year under review the Company entrenched its risk management reviews and 
reporting and compliance assessments were conducted in terms of the Companies Act and the 
Municipal Finance Management Act (MFMA). The annual Board assessments and evaluations 
were conducted and an annual report for the previous year was effectively completed in 
accordance with the terms of section 121 of the Municipal Finance Management Act. The 
current financial report was guided by the same principles. 


Section 2: Board of Directors 

Sandsprult Works Association has a unitary board, which consist of 1 executive and 3 non- 
executives directors. The Board is chaired by the non-executive director, Thabo Makgatho. The 
board meets regularly, at least quarterly and retain full control over the company. The Board 
remains accountable to City of Tshwane Metropolitan Municipality, the sole member and Its 
stakeholders. A Service Delivery Agreement (SDA) concluded in accordance with the provisions 
of the MSA governs the entity’ relationship with the City of Tshwane. The Board provides 
Monthly, Quarterly, Bl-Annually and Annual Reports on its performance and service delivery to 
the parent municipality as prescribed in the SDA, the MFMA and the MSA. 
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Non-executive Directors contribute an independent view to matters under consideration and add 
to the depth of experience of the Board. The roles of Chairperson and Managing Director are 
separate, with responsibilities divided between them. The Chairperson has no executive 
functions. Members have unlimited access to the Company Secretary, who acts as an advisor to 
the Board and its committees on matters including compliance with Company Rules and 
Procedures, statutory regulations and best corporate practices. 


The Board or any of its members may, in appropriate circumstances and at the expense of the 
company, obtain the advice of independent professionals. An annual director and peer review is 
undertaken, as well as a Board evaluation. 
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THE BOARD CHARTER 


1 INTRODUCTION 


1.1. Sandspruit Water Works Association (“the Company”) is a municipal entity established 
in terms of the Municipal Systems Act, Act 32 of 2000. It has been established solely to 
develop, prepare and maintain water and sanitation services on behalf on the Tshwane 
Metropolitan Municipality in the areas of Mabopane, Ga-Rankuwa and Winterveldt. 


1.2. The Company is governed by the Municipal Finance Management Act (“MFMA”) and 
the Companies Act 63 of 1973 as well as the principles enshrined In the King Report on 
Corporate Governance. 


1.3. This Charter sets out details of the functions and responsibilities of the Board members 
of the Company. 


2 OBJECTIVES 


2.1 The overall objective of this Charter is to:- 


2.1.1 enable the Company Board of Directors to provide strategic guidance to the 
Company and to effectively oversee management; 

2.1.2 clarify the respective roles and responsibilities of directors and management in 
order to facilitate management accountability; 

2.1.3 ensure a balance of authority so that no single individual has unfettered 
powers, 

2.1.4 ensure compliance with regulations and the laws of the Republic of South 
Africa; and 

2.1.5 to ensure that management adheres to mandate given to them by government 
as well as adhering to the approved budget. 


3 ROLE OF THE COMPANY 

The main role of the Company is to ensure that the governance and quality assurance is 
achieved across all the water and sanitation provision with the area that the Company is 
operating. 


4 STRUCTURE AND COMPOSITION OF THE BOARD 


4.1 The Company shall consist of five (5) directors. Four (4) directors shall be non- 
executive directors with the Chief Executive Officer being the only executive director 
of the company. All [5] members have been appointed by the City of Tshwane 
Metropolitan Council (“The City”). 


41 




4.2 The City has the power at any point in time to remove any members from the Board 
and to fill any vacancies created by such removal. 


4.3 Board members shall be Independent of management and free from any business or 
other relationship, which could materially Interfere with the exercise of their 
independent judgment as Board members. 


5 ROLE AND RESPONSIBILITY OF THE CHAIRPERSON 


5.1 The Chairperson’s responsibilities are to, inter alia:- 


5.1.1 preside over meetings of directors and to ensure the smooth functioning of the 
Company in the interests of good governance; 

5.1.2 provide overall leadership to the Company without limiting the principle of 
collective responsibility for the Company decisions; 

5.1.3 arrange for new members appointed to the Company to be properly Inducted 
and oriented, and monitoring and evaluating the Company and director 
appraisals; 

5.1.4 determine the formulation of an annual work plan for the Company against 

agreed objectives and goals, as well as playing an active part in setting 

the agenda for the Company meetings; 

5.1.5 maintain relations with the City and Auditor General and other key 
stakeholders; 

5.1.6 ensure that all directors play a full and constructive role In the affairs of the 
Company and take a lead role in removing non-performing or unsuitable 
directors from the Company; 

5.1.7 ensure that all the relevant information and facts are placed before the Board 
to enable the directors to reach an Informed decision; 

5.1.8 ensure that directors exercise utmost good faith, honesty and integrity in all 

their dealings with or on behalf of the Company and act Independently of any 
outside fetter or instruction; 

5.1.9 always act In the best Interests of the Company and never for any sectoral or 
self Interest; 

5.1.10 be Informed about the financial, operational and social environment in which 
the Company operates; 

5.1.11 treat any confidential matters relating to the Company as a director, as 
strictly confidential and not divulge such matters to anyone without the 
authority of the Company; 

5.1.12 ensure that procedures and systems are in place to act as checks and 
balances on the information being received by the Company and ensure that 
the Company prepares annual budgets and regularly updates forecasts 
against which its performance can be monitored. 


6 QUORUM OF MEETINGS 


6.1 In any Board of Directors meeting, the Board shall comprise a minimum of 3 
members. 


6.2 If a quorum Is not present at a directors' meeting, the Chairman shall postpone such 
meeting for a period of 7 (seven) Business Days and notice of such postponed 
meeting including the date, time and place of such postponed meeting, shall be sent 
to all directors. 
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6.3 No business shall be transacted at a directors' meeting unless a quorum Is present at 
the commencement of that meeting. 


7 MEETINGS AND PROCEEDINGS 


7.1 The Board shall meet:- 

7.1.1 once every month; and/or 

7.1.2 whenever so required by any director on seven (7) days' notice In writing to the 
Company. 


7.2 The meetings shall be held at such time and place and in such a manner as the 
chairperson may from time to time determine; 

7.3 Meeting agendas shall be prepared and distributed in advance, together with 
sufficient background information to enable Board members to appropriately prepare 
for such meetings. For purposes of clarity, where the business to be transacted at the 
Board meeting requires the passing of the special resolution, the agenda and notices 
convening such meeting shall be distributed within 21 (twenty one) clear business 
days prior to such meeting taking place. 

7.4 Matters requiring approval by the Board shall be decided on by way of a majority 
vote. Where there is an equality of votes, the chairperson shall have a casting vote so 
as to break a deadlock in decision-making, unless the chairperson is of the opinion 
that the aims and objectives of the business of the Company shall be better served 
by referring the issue in question to the next meeting for fresh deliberation and voting. 

7.5 Urgent matters requiring approval by the Board may be circulated to Board members 
for approval on a Round Robin basis. Such Round Robins should include sufficient 
Information so as to allow Board members to make an Informed decision as regards 
such matter. A Round Robin will require that a Board member respond within 72 
hours (3 business days), failing that the matter(s) so considered will be deemed to 
have been approved. 

7.6 Should any member of the Board wish to have the subject matter of the round robin 
considered before a full Board, that member may so request that a formal meeting be 
convened at which the matter will be formally placed for consideration. 


7.7 Round Robin decisions will be tabled at the following Board meeting for ratification. 

7.8 The minutes of Board meetings shall be circulated to Board members and those in 
attendance within 120 hours (5 business days) of such meetings, for approval thereof 
as a correct record of proceedings. 

7.9 Minutes of Board meetings shall be tabled at the following meeting of the Board for 
signature by the Chairman of the meeting. 


8 VACATION OF OFFICE 

8.1 A member may resign from the Board of the Company by giving one month’s written 
notice to the Chairperson who shall thereafter inform the Minister, 

8.2 A member must vacate his or her office if he/she has been absent from more than 
three consecutive without leave of the chairperson of each such absence. 


9 FEES 


Board members, not holding management positions in the company, shall be remunerated 
for their services on the Board. The Board of Directors shall determine the fees payable to 
members of the Board. The Chairman of the Board shall be paid additional fees for 
services rendered on the Board. 
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10 COMPANY POLICIES 


10.1 Each director is bound by this charter, the Company’s policies and the code of 
conduct, including:- 

10.1.1 Audit Committee Charter; 

10.1.2 Governance Committee Charter; 

10.1.3 Procurement Committee Charter; 

10.1.4 Remunerations Committee Charter; 

10.1.5 Operations Committee Charter; 


11 CONFLICT OF INTEREST 


A member shall on his/her appointment to the Company, disclose to the Chairperson of the 
Board any of his or her personal or material interest which may constitute a conflict of 
interest in respect of his or her duties as a member of the Board, and he or she shall in 
writing inform the Chairperson if any of such conflict or potential conflict arises after his or 
her appointment as a member of the board. 

The company shall procure that such disclosure shall be kept at the registered office of the 
company and, subject to any reasonable restrictions as to the time and manner of 
inspection thereof that may be imposed by the board, shall be open to inspection by the 
City and or other members of The company shall procure that during the company’s hours 
of business. 


12 THE COMPANY COMMITTEES 


12.1 the Company is the focal point of the corporate governance system and is ultimately 
accountable and responsible for the performance and affairs of the Company. The 
Company acknowledges that committees can help to efficiently advance its business; 


12.2 However, the Company recognises that delegating authorities to the Company 
committees does not in any way mitigate or dissipate the discharge by the Company 
and its directors of their duties and responsibilities; 


12.3 the Company realises that committees are merely a mechanism to aid and assist it 
and its directors in giving detailed attention to specific areas of their duties and 
responsibilities in a more comprehensive evaluation of specified issues, such as 
audit, remuneration, risk management, etc. 


12.4 To this end, the Company has put in place the following Committees:- 

12.4.1 Audit Committee, 

12.4.2 Bid Committee, 

12.4.3 Remunerations Committee, 

12.4.4 Risk and Operations Committee, 
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12.5 The membership, resources, responsibilities and authorities (composition, functions 
and operation) of these Committees are elucidated in the Terms of References 
annexed to this Charter. 


13 CONDITIONS OF SERVICE 


13.1 The Board in consultation with the Minister shall be responsible for the determination 
of the remuneration, allowances and those other benefits of board members and that 
remuneration and those allowances shall be paid out of the Company budgeted 
funds. 

13.2 The Minister may prescribe any other reasonable conditions of appointment to a 
member in order to achieve the objectives of the grading process in the Republic of 
South Africa. 

13.3 The Minister may appoint a member for such period as the he may determine in case 
of each member. 


14 RESPONSIBILITIES OF THE BOARD 


14.1 The directors have a collective responsibility to provide effective corporate 
governance that 

involves a set of relationships between the City the Company, and other relevant 
stakeholders 

which include:- 


14.1.1 Setting strategic direction and goals of the Company and monitoring 

management’s implementation of that strategy, 

14.1.2 Appointing such committees of the Company as may be appropriate to 
assist in the discharge of its responsibilities and to determine their 
responsibilities, 

14.1.3 Ensuring that procedures and practices are in place that protects the 

Company’ assets and reputation, 

14.1.4 Monitoring financial outcomes and the integrity of reporting, in particular 
approving annual budgets and longer-term strategic and business plans, 

14.1.5 Ensuring that effective audit, and compliance systems are in place to protect 
the Company’s assets and to minimise the possibility of the Company 
operating beyond legal requirements or beyond acceptable risk 
parameters, 

14.1.6 Monitoring compliance with regulatory requirements and ethical standards. 


14.2 The board shall be constituted in such manner as to represent the interests of 
Government and all business stakeholders. 


15 REVIEW OF CHARTER 


The Company will review this Charter and the Charters of the sub-Committees annually to 
ensure they remain consistent with the Company’s objectives, responsibilities and relevant 
standards of corporate governance. 
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Section 3: Board Committees 


Section 3: Board Committees 

The following committees have been formed, each of which is chaired by a non-executive 
director. 


• Remuneration Committee 

• Risk Management Committee 

• Audit Committee 

3.1 Remuneration Committee 

Currently SWA is in the process of establishing Remuneration committee that would executed as 
follows: 

The remuneration committee advises the board on remuneration policies, remuneration 
packages and other terms of employment for all directors and senior executives. Its specific 
terms of reference also include recommendations to the board on matters relating inter alia, 
general stall policy remuneration, profit bonuses, executive remuneration, director’s remuneration 
and fees, service contracts, share purchase and option schemes, and retirement funds. The 
independent professional advisors advise the committee. The committee will have to meet three 
times during the year. 


3.2 Risk Management Committee 

The risk management committee consists of the following non-executive directors: (list names of 
members of the committee) 

The committee has been delegated the task of overseeing the quality, integrity and reliability of 
the company’s risk management function. In terms of its mandate, it reviews and assesses the 
integrity and the quality if risk control systems and ensures that risk policies and strategies are 
effectively managed. The committee met [insert] times during the year under review. 


3.3 Audit Committee 

The Audit committee consist of the following non-executive directors as appointed by CoT. The 
role of the audit committee is to assist the board by performing an objective and independent 
review of the functioning of the organisation’s finance and accounting control mechanisms. Its 
exercises its functions through close liaison and communication with corporate management and 
the internal and external auditors. The committee met [insert] times during the year under review. 
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The audit committee operates in accordance in with a written charter authorised by Council and 
cognisance taken by the board, and provides assistance to the board with regard to: 


• Ensuring compliance with applicable legislation and the requirements of regulatory 
authorities; 

• Matters relating to financial accounting, accounting policies, reporting and disclosures; 

• Internal and external audit policy; 

• Activities, scope, adequacy and effectiveness of the internal audit function and audit 
plans; 

• Review/ approval of external audit plans, findings, problems, reports and fees; 

• Compliance with the Code of Corporate Practices and Conduct; and 

• Compliance with code of ethics. 


The audit committee addressed its responsibilities properly In terms of the charter during the year 
under review. Few changes to the charter were adopted during the year under review. 
Management has reviewed the financial statements with the audit committee and the audit 
committee has reviewed them without management or the external auditors being present. The 
quality of the accounting policies was discussed with the external auditors. 

The audit committee considers the annual financial statements of the Entity to be a fair 
presentation of its financial position on [insert date] and of the results of Its operations, changes 
in equity and cash flow for the period ended then in accordance with GAAP and the Companies 
Act 
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Section 4: Director’s Remuneration 


Executive Directors 

Section 4: Director’s Remuneration 



Saiary or fee 

Medicai and 

Retirement 

fund 

Expense 

aiiowance 

Totai 

package 

2010 

Totai package 

2009 

Non - Executive 

Members 

R 

R 

R 

R 

R 

K H Sekhokho 

35 064 



35 064 

27 000 

M Dooms 

29 220 



29 220 

33 000 

ME Makgato 

29 220 



29 220 

28 000 

N M Malefo 

0 



0 

35 500 

Totai 

93 504 



93 504 

123 500 

Executive 

Member 






Managing Director 

938 803 


138 803 

Disbursement 

800 000 

800 000 







Executive 

Managers 






Chief Financial 

Officer 

400 470 

109 226 

107 937 

617 633 

602 099 

Human Resources 

Manager 

464 127 

102 930 

116 897 

683 954 

590 326 

Operations 

Manager 

445 364 

113 812 

111 811 

670 987 

639 856 

Marketing & 

Comm Manager 

389 506 

77 431 

114 927 

581 864 

512 104 

Totai 

1 699 467 

403 399 

451 572 

2 554 438 

2 344 385 


2 731 774 

403 399 

451 572 

3 586 745 

3 446 232 
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Section 5: Company Secretarial Function 

Primary function of the company secretary is to act as the link between the board and 
management and to facilitate good relationships with the shareholders. The company secretary 
is responsible for the general administration, more specifically to ensure compliance to good 
corporate governance practices and to provide guidance to the directors on corporate 
governance principles and applicable legislation. 


Section 6: Risk Management and Internal controls 

Effective risk management is integral to the company’s objective of consistently adding value to 
the business. Management is continuously developing and enhancing its risk and control 
procedures to improve the mechanisms for identifying and monitoring risks. 

Operating risk is the potential for loss to occur through a breakdown in control information, 
business processes and compliance systems. Key policies and procedures in place to manage 
operating risk involve segregation of duties, transaction authorisation, supervision, monitoring 
and financial and managerial reporting. 

In order to meet its responsibility with respect to providing reliable financial information, the entity 
maintains financial and operational systems of internal controls. These controls are designed to 
provide reasonable assurance that transaction are concluded in accordance with management 
authority, that the assets are adequately protected against material loss or unauthorised 
acquisition, use or disposal and that transactions are properly authorised and recorded. The 
system includes a documented organisation structure and visions of responsibility, established 
policies and procedures, including a Code of Ethics to foster a strong ethical climate, which ate 
communicated to the parent municipality. Its also includes the careful selection, training and 
development of people. 

Internal auditors monitor the operation of the internal control systems and report findings and 
recommendations to management and the board of directors. Corrective actions are taken to 
address control deficiencies and other opportunities for improving the system as they are 
defined. The board, operating through its audit committee, provides supervisions of the financial 
reporting process and internal control systems. There are inherent limitations in the effectiveness 
of any system of internal control, including the possibility of human error and the circumvention or 
overriding of controls. 

Accordingly, even an effective internal control system can provide only reasonable assurance 
with respect to financial statement preparation and the safeguarding of assets. Furthermore, the 
effectiveness of internal control systems can change with circumstances. A document and tested 
business continuity plan exist to ensure the continuity of business-critical activities. The entity 
assessed its internal control systems as at [insert date] in relation to the criteria for effective 
internal control over financial reporting described in its Internal Control Manual. The internal 
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control process has been in place up to the date of approval of the annual report and financial 
statements. Based on its assessment, the group believed that, as at [insert date], its system of 
internal control over financial reporting and over safeguarding of assets against unauthorised 
acquisitions, use or disposition, met those criteria. 

Section 7: Internal Audit Function 

The Entity has no internal audit department as this function is performed by the Internal Audit 
Division of City of Tshwane. 

It has a specific mandate from the audit committee and independently appraises the adequacy 
and effectiveness of the company’s systems, financial internal controls and accounting records, 
reporting its findings to local and divisional management and the auditor-general as well as the 
audit committee. The internal audit manager reports to the executive director: finance on a 
functional basis and has direct access to the chairman of the board. 

The internal audit coverage plan is based on risk assessment performed at each operating unit. 
The coverage plan is updated annually, based on the risk assessment and results of the audit 
work performed. This ensures that the audit coverage is focused on and identifies areas of high 
risk. 

Section 8: Response to the Auditor-General Report 

1. Irregular and fruitless and wasteful expenditure 

Management response: To adhere to AGSA recommendation which read thus 
“Management should prepare a cash flow analysis on monthly basis and present this to 
MTMM to ensure that payment of debt is done in terms of the requirements of the 
MFMA. All personnel responsible for approving the entities expenditure should consider 
the requirements of the MFMA before they can approve these expenses and thereby 
reducing the risk of incurring irregular, fruitless and wasteful expenditure.” 

2. Expenditure was not paid within the parameters set by the applicable legislation. 

Management response: The cash flow issue has been discussed with parent 
municipality to remedy the recurrence of the imminent problem. 

3. Value Added Tax Act, 1991 (Act no. 89 of 1991) 

The statutory requirements of the VAT Act have not been complied with 
Management response: Management to follow the prescript of the Act 


Audit and Performance Committee Response 

On the 26 November 2010 the Audit and Performance Committee resolved: 

That cognisance be taken of the report of the Auditor General - South Africa with regard 
to activities of Sandspruit Works Association 
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Section 9: Corporate Ethics and Organisational Integrity 

The company has developed a Code of Conduct (‘the Code") which has been fully endorsed by 
the Board and applies to all directors and employees. The Code is regularly reviewed and 
updated as necessary to ensure it reflects the highest standards of behaviour and 
professionalism. 

In summary the Code requires that at all times, all company personnel act with utmost integrity 
and objectivity and in compliance with the letter and spirit of both the law and company policies. 
Failure by employees to act in terms of the Code results in disciplinary action. The Code is 
discussed with each new employee as part of his or her induction training and all employees are 
asked to sign an annual declaration confirming their compliance with the Code. A copy of the 
Code is available to interested parties upon request. A toll-free anonymous telephone facility 
exists for reporting of non-adherence to the Code or ethic related matters. Furthermore, any 
breach of the Code is considered a serious offence and is dealt with accordingly; as a result, this 
acts as a deterrent. The directors believe that ethical standards are being met and fully 
supported by the ethics programme. 

CHAPTER FOUR: HUMAN RESOURCES AND ORGANISATIONAL MANAGEMENT 


Section 1: Human Resource Management 


Staff information 


Key function (as 
per 

organisationai 
structure, eg, 
pianning, 
connections, etc) 

20009/10 

2010/11 

Number of 
posts 

Number of 
posts filled 

Number of 
posts 

Number of 
posts filled 

Management 

19 

12 

20 

15 

Administration 

220 

142 

213 

161 

Field staff 

86 

70 

82 

87 

Total 

325 

224 

308 

263 


The entity has aligned its Human Resource practices and policies to those of the City of 
Tshwane. 
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SECTION 2: Employment Equity 


Occupational 

Categories 

MALE 

FEMALE 

White 

male 

Foreign 

Nationals 



Total 


A 

C 

1 

A 

1 

C 

W 


Male 

female 



Senior officials 
& managers 













Clerks 













Caretakers 













Skilled 

agricultural & 
fishery workers 













Craft & related 

trades work 














Occupational 

Categories 

MALE 

FEMALE 

White 

male 

Foreign 

Nationals 



Total 


A 

C 

1 

A 

1 

C 

w 


Male 

female 



Plant and machine 
operators and 
assemblers 













Elementary 

occupations 













Total permanent 














Grand total 















Occupational 

Categories 

MALE 

FEMALE 

White 

male 

Foreign 

Nationals 



Total 


A 

C 

1 

A 

1 

C 

W 


Male 

female 



Top 

management 

4 







2 




6 

Senior 

management 

4 



1 

1 







6 

Professionally 
qualified and 
experienced 
specialists and 

3 



2 








5 
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mid- 

management 














Skilled 

technical and 
academically 
qualified 
workers, junior 
management, 
supervisors, 
foremen and 
superintendent 

s 

3 


1 

9 




1 




14 

Semi-skilled 

and 

discretionary 

decision 

making 

89 

1 

1 

63 





1 



155 

Unskilled and 

defined 

decision 

making 

85 



8 








93 

Total 

permanent 

18 

8 

1 

1 

83 


1 

1 


4 



279 

Non-permanent 

employees 













Grand total 












279 


SECTION 3: Skills Development 


No training took place in terms of skills priorities in the 2008/09 

Expenditure on training for various skills priorities during 2009/10 - R250 685.00 


Skills levies 


A total of R306, 694.76 was paid in skills levies to the SDL FY 2009/10 
A Total of R88, 872.31 (zero rands) was claimed back in terms of Grant C FY 2008/09. 


Learning Intervention Statistics 
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Occupational Category 

Total 

Clerks 

8 

Craft and related trades workers 

None 

Elementary occupations 

2 

Legislators, senior officials and managers 

None 

Plant and machine operators and assemblers 

None 

Professionals 

5 

Service and sales workers 

None 

Skilled agricultural and fishery workers 

None 

Technicians and associated professionals 

3 

Bursaries 

10 


Learnerships and apprenticeships for 2008/09 


Name of 
learnership 

Name of 
apprenticeship 

Number of 
students during 
intake of 
learnership or 
apprenticeship 

Learnership or 
apprenticeship 
budget 

Provider 

Start date 

Proposed 
ending date 

Waste Water 

Treatment - 
NQF2 

12 


Pro Meets! 

February 

2010 

March 2011 

Water 

Reticulation 

NQF2 

4 

R800 000 

Pro Meets! 

February 

2010 

March 2011 


Occupational health and safety 


Number of injuries on duty: 4 


Pension funds/ Provident Fund 

Alexander Forbes Provident Fund 
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Medical aid funds 


Discovery Health medical fund 
Sizwe Medical fund 


Outstanding amounts owed to the entity by employees 
Not applicable to the entity 


The table below indicates expenditure on salaries over the last 3 years: 



2009/10 

2008/9 

2007/8 


R ‘ 000 

R ‘ 000 

R ‘ 000 

Total operating expenditure 

138 689 430 

134 235 635 

115 801 794 

Total payroll expenditure 

48 468 548 

48 293 169 

39 659 000 


Section 4: Performance Management 


Performance Management was implemented for all management levels on the organisational 
structure. The balanced scorecard is the tool being used for measurement. The performance 
indicators are linked to the Company objectives and the IDP scorecard. Additional objectives are 
included to reinforce the culture of governance and risk management among managers. 

The Company started the rollout process to ensure that all employees in supervisory positions 
are included in the performance management strategy. Training of underperforming officials is 
being introduced as part of our coaching and mentorship process to improve the performance 
levels. Performance Management is being adopted as a positive management strategy rather 
than a punitive process, and in this way employees feel comfortable to be part of the process. 

ENTITY will continue to set new standards of service delivery and our customer relationship 
programme will serve as a pillar for our ongoing success. We remain firm in our commitment to 
sound stakeholder relationships and are committed to managing both short-term and long-term 
plans to standards that will ultimately benefit our communities. The forthcoming 2010 World Cup 
has already been factored into our strategies and our operational plans. The challenges that we 
face are the increasing portfolio and a budget that is not scientifically proportionate to it. We will, 
however, continue to strive for operational effectiveness and, with our customers and 
stakeholders, we will collectively focus on improving the environmental well-being of our society. 
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Section 5: Supply Chain Management and Black Economic Empowerment 


1.1 In terms of the Constitution, procurement of goods and services must be done in 
accordance with a system that is fair, equitable, transparent, competitive and cost 
effective. This document sets out ethical and sound procurement practices to be followed 
by all staff involved in procuring goods and services, to ensure value for money 
outcomes for Sandspruit Works Association (SWA) t/a ODI Water Service. 


1.2 Scope Of Policy 


1.2.1 The practices in this document are based upon and supplement the General 
Procurement Guidelines issued by the Minister of Finance and are to apply to purchases 
of goods, services, consultancies, specialized equipment etc. 


1.2.2 The development and implementation of this policy document therefore, represent a 
significant milestone towards facilitating the SWA’s contribution towards the development 
and promotion of emerging and previously marginalized service providers/suppliers as 
well as provide a framework that satisfies the constitutional requirement of transparency 
and accountability. This Policy document will be subjected to changes/amendments, as 
new Supply Chain Management prescripts are introduced/put in place. 


2. DEFINITION OF TERMS 


2.1 In this policy, unless the context otherwise indicates, a word or expression to which a 
meaning has been assigned in the Act has the same meaning as in the act, and- 


"ad hoc contract" means a contract arranged by SWA for a once-off demand for goods/ 
services; 


“bid” means a written offer in a prescribed or stipulated form in response to an invitation 
by SWA for the sale, letting of assets or for the rendering of services; 


bidder” means any natural or juristic person who makes an offer in response to a 
request to submit a bid or price quotation; 


“bid adjudication committee (BAC)” means a committee that is established and 
appointed by the AO, to adjudication, submissions by BEC and further make 
recommendation to AO to approve and award a contract above an estimated value of 
R200 000 if he concurs; 
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“bid evaluation committee (BEC)” means a committee that is established and 
appointed by the AO, to evaluate quotations above the estimated value of R30 000. up to 
the estimated value of above R500 000 and make recommendations to the departmental 
Control Committee (DCC) or to BAC. In view of impartiality, members of the DCC/BAC 
should not also act as panel members; 


“bid specification committee (BSC)” means a committee that is established and 
appointed by the AC, to review specifications/terms of references; 


"closing time" means the date and hour specified in the bid documents for the receipt 
of bids; 


“competitive bidding process” mean a bid in terms of a competitive bidding process; 


"contract" means the agreement which results from the acceptance of a bid; 


"contractor" means any natural or legal person whose offer has been accepted by the 
State; 


“Municipal control committee (MCC)” means a committee that is established and 
appointed by the AC, to adjudication, submissions by BEC, approve and award contract 
from the value of R30 000 but not exceeding the value of R200 000 if they concur; 


“final award”, means the final decision on which bid or quote to accept; 

"formal contract" means a written contract, all the terms of which are embodied in a 
single or composite document signed by all the parties thereto and duly witnessed; 


“formal written price quotation” means quotations referred to this policy; 


"historically Disadvantaged Individual (HDI)" means a South African citizen: 


• who had no franchise in national elections prior to the introduction of the Constitution 
of the Republic of South Africa, 1983 (Act No 110 of 1983) or the Constitution of the 
Republic of South Africa, 1993 (Act No 200 of 1993); and or 


• who is a female: and or; 


• who has a disability; 


“long term contract” means a contract with a duration period exceeding one year; 
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“list of accredited prospective providers” means the list of accredited prospective 
providers which a municipal entity must keep in terms of the policy; 


"order" means an official written order issued for the supply of goods or the rendering of 
a service; 


“other applicable legislation” means any legislation applicable to municipal supply 
chain management, including - 


• the Broad-Based Black economic Empowerment Act, 2003 (Act No. 53 of 2003; 

• the Contraction Industry Development Board Act, 2000 (Act No. 38 of 2000); and 

• the Preferential Procurement Policy Framework Act 2000 (Act No. 5 of 2000); 

“regulation” means the Local Government: Municipal Finance Management Act, 2003, 
Municipal Supply Chain Management Regulation; 


“SMME”: means Small, Micro and Medium Enterprise; 

“the Act” means the Local Government: Municipal Finance Management Act, 2003; 

“treasury guidelines” means any guidelines on supply chain management issued by 
the Minister in terms of section 168 of the Act. 


2.2 In addition to the definitions in clause 1 of CoT’s SCMP the following will be 
applicable: 


• Where referred to the "Municipality/City/City of Tshwane Metropolitan Municipality", it will 
include the Municipal Entity or SWA as well; 

• The Council of the CoT will be referred to in SWA as the Board; 

• The accounting officer will be referred to in SWA as the Managing Director; and 

• The Chief Financial Officer will be referred to in SWA as the Financial Manager. 


3. DEVELOPMENT OF SUPPLY CHAIN MANAGEMENT POLICY (SCMP) 
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3.1 The Accounting officer (AO) shall develop and implement an effective and efficient 
supply chain management system for: 

(a) . the Acquisition of goods, services and works 

(b) . the disposal and letting of state assets 

3.2 The system shall be consistent with the PPPFA and BBBEE Act. 

3.3 The system shall provide for at least the following effective systems: 

(a) . Demand management; 

(b) . Acquisition management; 

(c) . Committee system for competitive bids; 

(d) . Logistics management; 

(e) . Disposal management; 

(f) . Risk management; and 

(g) . Performance management 

4. DEMAND MANAGEMENT 

4.1 SYSTEM OF DEMAND MANAGEMENT 

(a) . the AO must establish and implement an appropriate demand management in order to 

ensure that the resources required by the municipal entity to support its operational 
commitments and its strategic and operational commitments are delivered at the correct 
time, at the right price and at the right location, and that the quantity and quality satisfy 
the needs, an effective. 

(b) . the system of demand management must include the following: 


(I). planning for future requirements. Acquisition and disposals of all goods required to 
meet the strategic goals outlined In the Integrated development plan must be 
quantified, budgeted and planned to ensure timely and effective delivered, 
appropriate quality at a fair cost to meet the needs of the municipality and 
community. Critical delivery dates must be determined and adhered to; 


(ii). if the requirement of a repetitive nature and there are benefits of economies of 
scale a contract for a specific should be arranged; 
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(iii). in order to compile the correct specifications an industry analysis/research should 
be undertaken to ensure future needs and technology benefits are maximized. 


(c). benefits of Demand Management 

(i) . best Value for Money 

(ii) . better Risk Management 

(iii) . more efficient Procurement 

(iv) . improvements in Procurement Outcomes 

(v) . more opportunities for innovating bidding and contract management 

(vi) . more opportunities for implementing and achieving National Governments broader 

policy objectives; 

(vii) . effective partnership between supply chain management practitioners and end- 

users. 


5. ACQUISITION MANAGEMENT 


5.1 SYSTEM OF ACQUISITION MANAGEMENT 


5.1.1 Through operational procedures, an effective system of acquisition management is 
established in this policy in order to ensure:- 


(a). that goods and services are procured by the Entity in accordance with authorised 
processes only; 


(b). that expenditure on goods and services is incurred in terms of an approved budget as 
indicated in section 15 of the Act; 


(c). that the threshold values for the different procurement processes are complied with; 


(d) . that bid documentation, evaluation and adjudication criteria, and general conditions of a 

contract, are in accordance with any applicable legislation; 

(e) . that any Treasury guidelines on acquisition management are properly taken into account; 

(f) . unless the Municipality otherwise directs: 

(i) . bids are invited in the Republic only, and 

(ii) . the laws of the Republic should govern contracts arising from the acceptance of 

bids. 
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5.1.2 The supply chain management policy, except where provided otherwise in the policy, 
does not apply in respect of the procurement of goods and services contemplated in 
section 110(2) of the Act including - 

(a) . water from the Department of Water Affairs or a public entity, another 

municipality or a municipal entity; and 

(b) . electricity from Eskom or another public entity, another municipality or a 

municipal entity. 


5.1.3 The following information must be made public where goods or services contemplated in 
section 110(2) of the Act are procured other than through the supply chain management 
system - 

(a) . the kind of goods or services; and 

(b) . the name of the supplier; 


5.1.4 Acquisition of goods/services must always be made in compliance with the SWA SCMP; 


5.1.5 When approving a request for goods/services, a departmental Manager must satisfy 
him/herself that: 

(a) . acquisitions are limited to essential goods/services and must always be done as 

economically, cost-effectively and efficiently as possible; 

(b) . the goods/services to be procured/acquired have been budgeted for and funds 

are available to finance the intended expenditure; 


5.1.6 When a need/demand arises for any good(s) or service(s), SCM department must 
determine whether the good(s) or service(s) is/are already available on a general 
contract(s) or any other contract(s); 


5.1.7 When the good(s) or service(s) required, irrespective of the value, is/are available on the 
mentioned contracts, the good(s) or service(s) must be procured in accordance with the 
relevant contract(s) to avoid breach of contract; 


5.1.8 When the good(s) or service(s) required is/are not available on a general contract(s) or 
any other contract(s), possible suppliers listed on the SWA database should be 
approached; 


5.1.9 Prospective suppliers should be approached on a rotation basis. The continued use of 
one supplier must be avoided at all costs; 

5.1.13 Sole supplier(s) must confirm in writing that they are the only supplier of the 
good(s)/service(s) (i.e. issue a certificate of accreditation); 
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6. RANGE OF PROCUREMENT PROCESSES 

6.1 Up to value of R 2000 (VAT included) 

(a) . officials may procure requirements without inviting competitive bids or price quotations 

by means of petty cash; 

(b) . assets cannot be procured by means of petty cash, one quotation will be required. 

6.2 Above the value of R2000 but not exceeding the value of RIO 000 (VAT included): 

(a). quotations must be obtained at least from three (3) different suppliers preferably from, 
but not limited to, providers whose names appear on the list of accredited prospective 
providers of the municipal entity, provided that if quotations are obtained from providers 
who are not listed, such providers must meet the listing criteria in the SCMP; 


(b) . to the extent feasible, providers must be requested to submit their quotations in writing. 

The order should, however, be placed against written confirmation from the selected 
supplier If the quotation was submitted verbally; 

(c) . If it is not possible to obtain at least (3) A comprehensive and fully motivated written 

report from the relevant department must be submitted to the Manager: SCM for 
approval. All deviations approved by the Manager SCM in terms of this delegation must 
be reported in writing to the Managing Director on a monthly basis; 


6.3 Above the value of RIO 000 but not exceeding the value of R30 000 (VAT included): 

6.3.1 quotations must be obtained in writing from as many suppliers as possible whose names 
appear on the list of accredited prospective providers of the municipal entity; 

6.3.2 quotations may be obtained from providers who are not listed, provided that such 
providers meet the listing criteria in the SCM; 

6.3.3 if it is not possible to obtain at least (3) a comprehensive and fully motivated written 
report from the relevant department must be submitted to the Manager SCM for 
approval. All deviations approved by the Manager Acquisition in terms of this delegation 
must be reported in writing to the Managing Director on a monthly basis. 


6.4 Above the value of R30 000 but not exceeding the value of R200 000 (VAT 
included): 


(a) . The Preferential Procurement Policy Framework Act (Act 5 of 2000) and regulations 
are applicable; 

(b) . The municipal must be in possession of a valid tax clearance certificate of the 
recommended bidder before entering into a contract; 

(c) . if it is not possible to obtain at least (3) a comprehensive and fully motivated written 
report from the relevant department must be submitted to the Manager SCM for 
presentation to Municipal Control Committee (MCC). All deviations approved by MCC in 
terms of this delegation must be reported in writing to the Managing Director on a 
monthly basis; 

(d) . the MCC must approve all such purchases; 
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NOTE 


(a). the use of venue finders and or conference facilitators cannot be used to obtain 
quotations on behalf of the municipality. In the event where more than one meeting must 
be organised and the total amount Is less than R 200 000, venue finders and or 
conference facilitators can be used, but quotations must be obtained from all possible 
venue finders and or conference facilitators (Including those that are on the list of 
prospective suppliers, a minimum of three); 


(b). accommodation arrangements for officials on the establishment of the municipal entity 
must be made through the normal subsistence and traveling (S & T) procedures. 
Logistics Management will pay no accommodation accounts, for municipal officials; 


(c). users are encouraged to make use of a list of accredited prospective provider and to ask 
for quotations on a rotation basis. This is to ensure that the municipality does not make 
use, of only one or two suppliers, but that more suppliers are given the opportunity to 
deliver a service to SWA; 


6.4.1 The procedures for all purchases above the value of R 30 000 but not exceeding 
the value of R200 000 (VAT included): 


(a). the department identifies the need for goods/and or services and draw up 
specification/terms of reference with criteria and specific goals; 


(b). the Bid Specification Committee (BSC) will Interrogate the specification/terms of 
reference and make recommendation to the Accounting officer (AO); 


(c). the relevant department will request the AO to approve the following: 


(i). a need to procure goods/services; 


(ii). a specifications/terms of reference with a criteria and specific goal; 


(iii). the Bid Evaluation Committee (BEC); 


(d). the departments will invite as many written quotations as possible but not less than three 
written quotations, including the specification/terms of reference; 


(e). Acquisition and Demand Management will ensure that all formal written price quotation 
are advertised for at least seven days on an official notice board of SWA; 
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(f) . all quotations will be accompanied with the following documentation forms: 

(i) . Statement of Authorisation, Form B1 (Annexure 2) 

(ii) . Declaration on state of Municipal Accounts, Form B2 (Annexure 3) 

(iii) . Declaration of Involvement, Form B3 (Annexure 4) 

(iv) . Declaration of Tenderer past Supply Chain Management Practices, Form B4 

(Annexure 5) 

(v) . Article of Agreement in terms of section 37(2) of the Occupational Safety Act, 

1993 (Annexure 6) 

(vi) . Minimum Occupational Health & Safety Requirements (Annexure 7) 

(vii) . The Preference Points Claim Form in terms of the Preferential Procurement 

Regulations 2001 for Historically Disadvantaged Individuals and Promotion of 
enterprises located in a specific municipal area. Form MBD6.1 (Annexure 8) and 
Form MBD6.11 (Annexure 9) 

(g) . points for functionality, price and specific goals must be allocated in accordance with the 

Preferential Procurement Policy Framework Act (Act 5 of 2000 and regulations) prior to 
the advertisement of a quotation: 

(i) . for quotation above R 30 000 up to R 200 000 

(ii) . Functionality plus Prices 100% (for procurement of a service); 

Price = 80% (for procurement of goods); 

(iii) . specific goals 

HDI = 12 points 

Women = 5 points 

Persons with disabilities = 1 points 
Promotion of enterprises located in a specific 
municipal area (MBD 6.11) = 2 points 

Total = 20 points 

(h) . a compulsory briefing/site inspections may be held for clarification purposes before 

closure of a quotation on specified date, time and location. SCM Practitioners will attend 
all the briefing sessions/site inspections to brief suppliers on bid procedures; 


(i). on the closing date of a quote, two officials from Demand and Acquisition Management 
will collect all quotes on the bid box and scrutinize them all for compliance. 
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Evaluation Process 


it is compulsory that at least one official from SCM attend the evaluation meeting as an 
advisor no evaluation will be conducted without SCM practitioners presence. 


each member as well as all officials rendering administrative support must sign the 
declaration of interest form at each SBC meeting. Members are to declare that they will: 

(i) . accept the confidentiality of the meeting; 

(ii) . not make known anything regarding the meeting, unless officially authorized; 

(iii) . not purposefully favour or prejudice anybody; and 

(iv) ensure that the bidder that scores the highest points must be awarded the 
contract. 

BEC will evaluate quotations against the advertised evaluation criteria; 


BEC will award points without discussing any aspect of any bid and that under no 
circumstances may additional evaluation criteria be added to those originally indicated in 
the bid documentation nor may the evaluation criteria be amended or omitted after 
closing of the bid; 


score sheets are signed by panel members and if required, written motivation could be 
requested from panel members in the event of vast discrepancies in the values awarded 
for each criterion; 


after evaluation, the scores for functionality worked out by SCM Practitioner, are added 
to points for price and points for specific goals. The panel members may discuss the 
aspects of all bids evaluated, in order to provide comments and recommendations in 
writing to be presented to the MCC; 


the BEC will check in respect of a recommended bidder whether municipal rates and 
taxes and municipal service charges are not in areas; 


the submission/ motivation to the MCC must be made in writing, substantiated and 
channelled through the manager SCM; 


the BEC will recommend a bidder who scored the highest number of point to MCC; 


passing over of the highest scorer must be defendable in any court of law. Examples of 
this regard may include negative banking reports, non-submission of tax clearance 
certificates, not having the necessary capacity and/or capability, being listed on the 



Register for Tender Defaulters, municipal rates and taxes and municipal service charges 
being in areas etc; 


(k). demand and Acquisition Management will check in respect of a recommended bidder 
whether the recommended bidder does not appear on the National Treasury’s database 
as a person prohibited from doing business with the public sector 


(I). the MCC will approve/disapprove the EEC submission. 


(m). goods/services may not deliberately be split into parts or items of a lesser value merely 
to avoid complying with the requirements of the policy. When determining transaction 
values, a requirement for goods or services consisting of different parts or items must as 
far as possible be treated and dealt with as a single transaction. 

7. URGENT CASES TO THE VALUE OF R200 000, WHERE EARLY DELIVERY IS OF 
CRITICAL IMPORTANCE AND THE INVITATION OF QUOTATIONS IS EITHER 
IMPOSSIBLE OR IMPRACTICAL. 


7.1 Goods/services may be procured without invitation of price quotations. The urgency must 
be certified on the level of manager: SCM; 


7.2 Reasons for urgency and the losses or consequences that will follow If action was not 
taken, must be given; 


7.3 All reasonable steps must be taken to ensure that a fair price is obtained; 


7.4 Offers must be confirmed in writing; and 


7.5 The relevant manger must ensure that adequate funds are available on the approval 
budget to purchase the goods/services. 


8. EMERGENCY CASES TO THE VALUE OF R200 000, WHERE IMMEDIATE ACTION 
IS NECESSARY IN ORDER TO AVOID A DANGEROUS OR RISKY SITUATION. 


8.1 Goods/servIce may be procured without Invitation of price quotations in instances of 
emergency repair of plant and equipment in the water and sanitation network and the 
waste water treatment works; 


8.2 The emergency must be certified on the level of manager: SCM; 


8.3 Reasons for urgency and the losses or consequences that will follow If action was not 
taken, must be given; 


8.4 All reasonable steps must be taken to ensure that a fair price is obtained; 
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8.5 Offers must be confirmed in writing; 


8.6 The relevant manger must ensure that adequate funds are available on the approval 
budget to purchase the goods/services; and 


8.7 All deviations approved by the Manager: SCM in terms of this delegation must be reported in 
writing to the Managing Director on a monthly basis. 


9. GENERAL PRECONDITIONS FOR CONSIDERATION OF WRITTEN QUOTATIONS 


9.1 A written quotation may not be considered unless the provider who submitted the 
quotation- 


(a). has furnished that provider’s- 


(i) . full name; 

(ii) . Identification number or company or other registration number; and 

(iii) . tax reference number and VAT registration number, if any; 

(b). has indicated- 


(i). whether he or she is in the service of the state, or has been in the service of the 
state in the previous twelve months; 


(ii). If the provider is not a natural person, whether any of its directors, managers, 
principal shareholders or stakeholder is in the service of the state, or has been in 
the service of the state in the previous twelve months’ or 


(iii). whether a spouse, child or parent of the provider or of a director, manager, 
shareholder or stakeholder referred to in subparagraph (ii) is in the service of the 
state, or has been in the service of the state in the previous twelve months. 
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10. LISTS OF ACCREDITED PROSPECTIVE PROVIDERS 


10.1 The AO must- 


(a). keep and maintain a list of accredited prospective providers of goods and services that 
must be used for the procurement requirements of SWA through formal written price or 
verbal quotations; 


(b). at least once a year through newspapers commonly circulating locally, the website and 
any other appropriate ways, invite prospective providers of goods or services to apply for 
listing as accredited prospective provider; 


(c). specify the listing criteria for accredited prospective providers; and 


(d). disallow the listing of any prospective provider whose mane appears on the National 
Treasury’s database as a person prohibited from doing business with the public sector. 


10.2 The list must be updated at least quarterly to incorporate any newly established small 
businesses and any new commodities or types of services. 


10.3 The list must be compiled per commodity and per type of service. 


10.4 The AO must promote ongoing competition amongst providers by ensuring that all 
written or verbal or formal written price quotations are invited from a list of accredited 
prospective providers of goods and services on a rotation basis, to avoid any 
accusations of favouritism, fraud, corruption and unfair and irregular practices. 


10.5 The AO must take all reasonable steps to ensure that the procurement of goods and 
services through written or verbal or formal written price quotations is not abused. 


10.6 The AO must on monthly basis be notified in writing of all written or verbal quotations 
and formal written price quotations accepted. 


11. BID FOR ACQUISITION OF GOODS AND SERVICES INCLUDING THE 
APPOINTMENT OF CONSULTANTS 


11.1 Goods or services above a transaction value of R200 000 (VAT included) and long term 
contract may only be procured through a competitive bidding process, subject to 
paragraph 9 of this policy. 


11.2 No requirement for goods or services above the value of R200 000 (VAT included), may 
deliberately be split into parts or items of lesser value merely for the sake of procuring 
the goods or services otherwise than through a competitive bidding process. 


68 



12. BIDDING PROCESS 


12.1 The department identifies the need for goods/and or services and draw up 
specification/terms of reference with criteria and specific goals. 


12.2 The Bid Specification Committee (BSC) will interrogate the specification/terms of 
reference and make recommendation to the Accounting officer (AO). 


12.3 The relevant department will request the AO to approve the following: 


(a). a need to go out on an open/close etc. tender; 


(b). a specifications/terms of reference with a criteria and specific goal; 


(c). the estimated budget; and 


(d). the Bid Evaluation Committee (BEC). 


12.4 Demand and Acquisition Management will allocate a bid number and establish the advert 
date, closing date, validity period and the date for any proposed site meeting or briefing 
session in consultation with the relevant manger. 


12.5 The AO may determine or approve a closure date for the submission of bids which is 
less than the 30 or 14 days requirement, but only if such shorter period can be justified 
on the grounds of urgency or emergency or any exceptional case where it is impractical 
or impossible to follow the official procurement process. 

12.6 Acquisition and Demand Management will advertise a bid with specification/terms of reference, 
criteria and specific goals in newspapers commonly circulating locally, website/ notice board of 
the municipal entity and the Government tender bulletin. 

12.7 The Demand and Acquisitions Management will prepare the bid documentation and 
conducts the administrative procedure in order to comply with the SCMP and the SCM 
Regulations. 


12.8 The following documentation form part of the above competitive bid documentation: 


(i) . Statement of Authorisation, Form Bl; 

(ii) . Declaration on state of Municipal Accounts, Form B2; 

(iii) . Declaration of Involvement, Form B3; 

(iv) . Declaration of Tenderer past Supply Chain Management Practices, Form B4; 
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(v) . Article of Agreement in terms of section 37(2) of the Occupational Safety Act, 

1993; 

(vi) . Minimum Occupational Health & Safety Requirements; 

(vii) . The Preference Points Claim Form in terms of the Preferential Procurement 
Regulations 2001 for Historically Disadvantaged Individuals and Promotion of 
enterprises located in a specific municipal area, Form MBD6.1 and Form MBD6.11. 


12.9 Points for functionality, price and specific goals must be allocated in accordance with the 
Preferential Procurement Policy Framework Act (Act 5 of 2000 and regulations): 


(a). Competitive Bids above R200 000 but not exceeding R500 000 


(i). Functionality plus Price= 100% (for procurement of a service); 


(ii). Price = 80% (for procurement of goods); 


(iii). Specific goals 


HDI 


= 12 points 


Women 


= 5 points 


Persons with disabilities = 1 points 


Promotion of enterprises located in a specific municipal area (MBD 6.11) 
points 


2 


Total 


= 20 points 


(b). Competitive Bids above R500 000 


(i). Functionality plus Price= 100% (for procurement of a service); 


(ii). Price = 90% (for procurement of goods); 
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(iii). Specific goals 


points 


HDI 5 points 

Women = 3 points 

Persons with disabilities = 1 points 

Promotion of enterprises located in a specific municipal area (MBD 6.11) 

Total = 10 0 points 


1 


12.10 The Information contained in a public advertisement, must include- 


(a). the advert clearly Indicating the closing date and time, the ratio of price to 
preference points (80/20 for competitive bids between R200 000 to R500 000 and 
90/10 for competitive bids over R500 000) and the delivery address; 


(b). a statement that bids may only be submitted on the bid documentation provided 
by municipal entity. 


(c). the location of the bid box for the bid invitations must appear in the bid 
documents. 


12.11 Bidders should submit their bids in a sealed envelop by mail/courier or by hand to SWA 
building. 


12.12 Should it be impractical to invite competitive bids for instance, in urgent or emergency 
cases, or in case of a sole supplier, the required goods or services may be procured 
through price quotations and the reasons for deviating from the normal tender 
procedures must be recorded and approved by the AO before procuring the goods and 
services. 


12.13 Extension of the closing date may be granted if circumstances justify this action and 
must be approved by the AO before procuring the goods and services. 
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13. PROCEDURE FOR OPENING AND RECORDING BIDS 


13.1 

Bids - 


(a). 

must be opened only in public; and 


(b). 

must be opened at the same time and as soon 
submission of bids has expired. 

as possible after the period for the 

13.2 

Any bidder or member of the public has the right to request that the names of the bidders 
who submitted bids in time be read out and, if practical, also each bidder’s total bidding 
price. 

13.3 

Demand and Acquisition Management will- 


(a). 

record in a register all bids received in time; 



(b). make the register available for public inspection; and 


(c). ensure that bids: 

(i). Include original valid Tax Clearance Certificates. 


(ii). have been properly signed. 


(iii). are substantially responsive to the bidding documents; and are otherwise generally 
in order. 


13.4 If a bid is not substantially responsive, that is, it contains material deviations from or 
reservations to the terms, conditions and specifications in the bidding documents, it 
should not be considered further. 

13.5 Bidder should not be permitted to correct or withdraw material deviations or reservations 
once bids have been opened. 


13.6 Bids must be lodged not later than the closing time specified for receipt at the address 
and in accordance with directives mentioned in the bid documents. 

13.6 Bids received after the closing time at the physical address indicated in the bid 
documents must be considered as having been received late and the following must 
apply: 


(a), the bid must not be admitted for consideration. 


(b). the bid must be marked as proof that it was received after the closing time. 
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14. EVALUATION OF BIDS 


14.1 The evaluation should be carried out in two phases, first the functionality and then the 
price. The combined percentages allocated for functionality and price should total 
to 100%. 


14.2 The ratio to be used for the division between functionality and price should be 
determined and approved by the BSC and should be made known up-front in the bid 
documents. 


14.3 The specification/TOR should include all the criteria and the weight for each criterion. 


14.4 The score sheet should contain all the criteria and the weight for each criterion as 
indicated in the specification/TOR as well the values to be applied for evaluation. 


14.7 In view of impartiality, members of the BAC should not also act as BEC (panel) 
members. 


14.8 Each panel member should after thorough evaluation awards his/her own value to every 
criterion without discussing any aspect of the bid with any of the other members. 


14.9 Under no circumstances may additional evaluation criteria be added to those originally 
indicated in the bid documentation nor may the evaluation criteria be amended or 
omitted after closing of the bid. 


14.10 Score sheets should be signed by panel members and If required, written motivation 
could be requested from panel members in the event of vast discrepancies in the values 
awarded for each criterion. 


14.11 A BEC must make recommendations on the proposals/bids and submit its 
recommendations together with the proposals/bids to the SCM Manager for further 
processing. 


14.12 The BAC must ensure that the bids were evaluated according to a predetermined 
evaluation criteria/system that all the relevant prescripts were adhered to, that the bids 
are substantially responsive to the bidding documents and that the bids are generally in 
order and approve the recommendations of the BEC if they concur with the 
recommendations made. 


14.13 A contract may only be awarded to the bidder who scored the highest number of points, 
unless objective criteria justify the award to another bidder. 
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14.14 Should the BAG decides to award a bid to a bidder other than the one recommended by 
the BEG, the BAG should notify the AO, who should, within seven working days, in 
writing, notify the Auditor-General (AG) and the National Treasury of the reasons for 
deviating from such recommendations. 


14.15 A bidder should not be required, as a condition of award, to undertake responsibilities for 
work not stipulated in the bidding documents or otherwise to modify the bid as originally 
submitted. 


14.16 SWA should award the contract, within the period of the validity of bids (normally 120 
days), to the bidder who meets the appropriate standards of capability and resources 
and whose bid has been determined to be substantially responsive to the bidding 
documents and to be the highest on points. 


14.17 SGM department must issue an acceptance letter. 


1418 SGM department must publish the name of the successful bidder within 14 days in the 
Government Tender Bulletin and the website. 


14.19 SGM department should perform contract administration, including monitoring of the 
objectives as undertaken by the bidder during the bidding stage. 


15. URGENT CASES ABOVE THE VALUE OF R200 000, WHERE EARLY DELIVERY IS 
OF CRITICAL IMPORTANCE AND THE INVITATION OF BIDS IS EITHER 
IMPOSSIBLE OR IMPRACTICAL. 


15.1 Goods/services may be procured with the invitation of price quotations. The urgency 
must be certified on the level of AO; 


15.2 Reasons for urgency and the losses or consequences that will follow if action was not 
taken, must be given; 


15.3 All reasonable steps must be taken to ensure that a fair price is obtained; 


15.4 Offers must be confirmed in writing; and 


15.5 The relevant manger must ensure that adequate funds are available on the approval 
budget to purchase the goods/service. 
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16. EMERGENCY CASES ABOVE THE VALUE OF R200 000, WHERE IMMEDIATE 
ACTION IS NECESSARY IN ORDER TO AVOID A DANGEROUS OR RISKY 
SITUATION. 


16.1 Goods/service may be procured with the invitation of price quotations in instances of 
emergency repair of plant and equipment in the water and sanitation network and the 
waste water treatment works; 


16.2 The emergency must be certified on the level of manager: SCM; 


16.3 Reasons for urgency and the losses or consequences that will follow if action was not 
taken, must be given; 


16.4 All reasonable steps must be taken to ensure that a fair price is obtained; 


16.5 Offers must be confirmed in writing; and 


16.6 The relevant manger must ensure that adequate funds are available on the approval 
budget to purchase the goods/services. 

17. SINGLE SOURCE OR SOLE SUPPLIER 


17.1 It is policy of the government that all bids must be advertised in at least the Government 
Tender Bulletin with a view of affording potential bidders equal and fair opportunity to 
offer their goods and or services as well as to enhance the principle of competition and 
transparency. The reasonableness of prices can be firmly established when the market 
is tested, e.g. by means of inviting advertised bids. 


17.2 For each request above R200 000 for sole or single supplier prior approval must be 
obtained from the AO and: 


(a). confirmation letter from the manufacturer indicating that the bidder is the sole 
supplier and or agent. 


18. COMMITTEE SYSTEM FOR COMPETITIVE BIDS 

18.1 The following committees are hereby established- 


(a). a bid specification committee; 


(b). a bid evaluation committee; and 


(c). a bid adjudication committee; 
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18.2 The AO is required to appoint the members of each committees, taking into account 
section 117 of the Act; 


18.3 The committee system must be consistent with this policy; and any other applicable 
legislation; and 


18.4 The AO may apply the committee system to formal written price quotations. 


19. THE BID SPECIFICATION COMMITTEE (BSC) 


19.1 The BSC will consider all competitive bid specification/terms of reference (including the 
appointment of consultant, make recommendation and seek the AO’s approval prior to 
advertisement of bid(s) as bids may only be evaluated according to the criteria stipulated 
in the bid documentation; 


19.2 The BSC must at least consist of four (4) members (including the Chairperson) who have 
the necessary knowledge in that specific field; 


19.3 An official from the Demand and Acquisition Management must be part of the BSC as an 
advisor; 


19.4 No person, advisor or corporate entity involve with the BSC, or director of such a 
corporate entity, may bid for any resulting contract; 


19.5 The meetings of the BSC shall be formal and the proceedings at meetings must be 
recorded appropriately (eg. tape) record must be kept regarding any decisions; 


19.6 The Chairperson shall have both a deliberate vote as well as a casting vote; and 


19.7 All members of the BSC should comply with all the ethical standards, codes of conduct, 
practice notes and any other legislative or prescriptive condition that may be imposed 
regarding the conduct of officials in the supply chain management process. If the 
appointed chairperson is not available, the members present shall elect a chairperson 
from amongst themselves. 
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20 . 


SPECIFICATIONS AND OR TERMS OF REFERENCE 


20.1 Must be drafted in an unbiased manner in order to allow al potential suppliers to offer their 
goods or services; 


20.2 Must take into account any accepted standards such as those issued by Standards 
Authority of South Africa, the International Standards Organization, or an authority 
accredited or recognized by the South African National Accreditation System with which 
the equipment or material or workmanship should comply; 


20.3 Must where possible, be described in terms of performance required rather than in terms 
of descriptive characteristics for design; 


20.4 May not create trade barriers in contract requirements in the forms of specifications, 
plans, drawings, designs, testing and test methods, packaging, marking or labelling of 
conformity certification; 


20.5 May not make reference to any particular trade mark, name, patent, design, type, 
specific origin or producer unless there is no other sufficiently precise or intelligible way 
of describing the characteristics of the work, in which case such reference must be 
accompanied by the words “equivalent”; 


20.6 Must indicate each specific goal for which points may be awarded in terms of the points 
system set out in the Preferential Procurement Regulations 2001; and 


20.7 Must be approved by the AO prior to publication of the invitation for bids. 


21 BID EVALUATION COMMITTEE (BEC) 


21.1 The BEC must- 


(a). evaluate bids in accordance with- 


(i) . the specifications and the criteria specified in the bid documentation for a specific 

procurement; and 

(ii) . the point system set out in terms of paragraph 17.6 of this policy. 


(b). evaluate each bidder’s ability to execute the contract; 
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(c). check in respect of the recommended bidder whether municipal rates and taxes and 
municipal service charges are not in arrears, and; 


(d). submit to the Bid Adjudication Committee a report and recommendations regarding the 
award of the bid or any other related matter. 


(e). the BEC must ensure that no award Is made to a person - 


(i). who Is in the service of the state; or 


(ii). if that person is not a natural person, of which any director, manager, principal 
shareholder or stakeholder Is a person In the service of the state; or 


(lil). a person who Is an advisor or consultant contracted with the municipality or 
municipal entity If such an appointment relates to the bid under consideration. 


21.2 All Members of the BEC should comply with all the ethical standards, codes of conduct, 
practice note and any other legislative or prescriptive condition that may be imposed by 
regarding the conduct of officials in the supply chain management process; 


21.3 The BEC must consist of the same members of BSC who have the necessary 
knowledge in that specific field; 

21.4 The Demand and Acquisition Management unit must be informed in writing at least 5 
working days prior to the date the evaluation will take place and confirmation of who will 
be attending the bid evaluation committee must be forwarded; 


21.5 An official from the end user must record minutes of the evaluation for audit purposes. 
(Copy of the minutes must be forwarded to Demand and Acquisition Management for 
record purposes); and 


21.6 Each member as well as all official rendering administrative support (SCM) must sign the 
declaration of interest form at each BEC meeting. Members are to declare that they wlll- 


(a). accept the confidentiality of the meeting; 


(b). not make known anything regarding the meeting, unless officially authorized; and 


(c). not purposefully favour or prejudice anybody. 
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22. BID ADJUDICATION COMMITTEE (BAC) 


22.1 The BAC must- 


(a). consider the report and recommendations of the BEC; 


(b). make a recommendation to the AO to make the final award; 


22.2 The BAC must ensure that: 


(a). all necessary bid documents have been submitted; 


(b). disqualifications are justified and that valid and accountable reasons/motivations 
were furnished for passing over of bids; 


(c). scoring has been fair, consistent and correctly calculated and applied; and 


(d). declarations of interest have been taken cognisance of. 


22.3 The meetings of the BAC shall be formal and the proceedings must be recorded (e.g. 
tape) to enable the Secretary to prepare verbatim reports when required by a court of 
law. Further on requirements for the recording of the meetings can be found in the 
National Archives of the South Africa Act, No. 43 of 1996 and accompanying directives; 


22.4 The Chairperson shall have both a deliberate vote as well as a casting vote; 


22.5 Members of a BAC shall In exercising and executing their powers and functions, in terms 
hereof, comply with all SWA policies, by-laws, guidelines, directives and relevant 
legislation pertaining to procurement of goods/services, appointment of consultants and 
the disposal of property; 


22.6 Each Member of a BAC shall attend the formal meetings of the committee in person, 
unless another official Is acting in his/her official position and in such a case the acting 
official shall attend in his/her stead; 


22.7 Written three monthly report backs must be given to the Board of Directors by the chair 
person of a BAC on the exercising and execution of these delegations as contemplated 
In the relevant legislation; 
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22.8 All Members of a BAC should comply with all the ethical standards, codes of conduct, 
practice note and any other legislative or prescriptive condition that may be imposed by 
regarding the conduct of officials in the supply chain management process; 


22.9 The AO must appoint the chairperson of the committee .If the chairperson Is absent from 
the meeting, the members of the committee who are present must elect one of them to 
preside at the meeting; 


22.10 either a member of a BEC, nor an advisor or person assisting the BEC, may be a 
member of a BAC; 


22.11 Each member as well as all officials rendering administrative support must sign an 
Attendance Register and Undertaking of Confidentiality and Impartiality declaration form 
at each BAC meeting. Members are to declare that they wlll- 


(a). accept the confidentiality of the meeting; 


(b). not make known anything regarding the meeting, unless officially authorized; and 


(c). not purposefully favour or prejudice anybody. 


22.12 Co-opted Members/Advisors 


(a). Co-opted members/advisors have the same powers and duties as members, 
excluding the right to vote on any matter under discussion; 


22.13 Members of the BEC may present their reports/recommendations to the BAC and clarify 
any issues but shall not have any voting powers; 


22.14 If a bid other than the one recommended by the BEC is considered by the BAC the AC 
must first be notified. The AC may after consideration of the reasons for deviation, ratify 
or reject the decision of the BAC. If the decision of the BAC to recommend a bid other 
than the one recommended by the BEC is ratified, the Auditor-General, the relevant 
provincial treasury and National Treasury and the parent municipality must be notified of 
the reasons for deviating from such recommendation; 

22.15 The AC may at any stage refer any recommendation made by the BEC or the BAC back 
to the respective committee for reconsideration; 


22.16 The BAC may also, consider and rule on all reports/recommendations regarding the 
amendment, variations, extension, cancellation or transfer of contract awarded. 
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23. NEGOTIATIONS WITH PREFERRED BIDDERS 


23.1 The AO may negotiate the final terms of a contract with bidders identified through a 
competitive bidding process as preferred bidders, provided that such negotiations- 


(a). does not allow any preferred bidder a second or unfair opportunity; 


(b). is not to the detriment of any other bidder; and 


(c). does not lead to a higher price than the bid as submitted. 


23.2 Minutes of such negotiations must be kept for record purposes. 


24. DEVIATION FROM, AND RATIFICATION OF MINOR BREACHES OF, 
PROCUREMENT PROCESSES 


24.1 The AO may - 


(a). dispense with the official procurement processes established by this policy and 
to procure any required goods or services through any convenient process, which 
may include direct negotiations, but only - 


(i). in an emergency; 


(ii). if such goods or services are produced or available from a single 
provider only; 


(ill). in any other exceptional case where it is impractical or impossible to 
follow the official procurement processes; and 


(b). ratify any minor breaches of the procurement processes by any official or 
committee acting in terms delegated powers or duties which are purely of a 
technical nature 


24.2 The AO may record the reasons for any deviations in terms of subparagraph (24.1) (a) 
and (b) of this policy and report them to the next meeting of the council and includes as a 
note to the financial statement. 
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25. IRREGULAR, FRUITLESS OR WASTEFUL EXPENSES 


25.1 Irregular Expenditure 


(a). expenditure incurred by a municipality or municipal entity in contravention of, or that is 
not in accordance with, a requirement of the Act, and has not been condoned in terms of 
section 170; 


(b). expenditure incurred by a municipality or municipal entity in contravention of, or that is 
not in accordance with, a requirement of the Municipal Systems Acts, and which has not 
been condoned in terms of that Act; 


(c). expenditure incurred by a municipality or municipal entity in contravention of, or that is 
not in accordance with, a requirement of the Public Office-Bearers Act 1998 (Act No. 20 
of 1998); or 


(d). expenditure incurred by a municipality or municipal entity in contravention of, or that is 
not in accordance with, a requirement of the supply chain management policy, and which 
has not been condoned in terms of such policy or by-law, but excludes expenditure by a 
municipality which falls within the definition of “unauthorised expenditure”; 


25.2 Fruitless and Wasteful Expenditure 


(a). expenditure that was made in vain and would have been avoided had reasonable care 
been exercised; 


(b). the AO must promptly inform the mayor, the MEC for local government in the province 
and the Auditor -General, in writing, of - 


(i). any unauthorised, irregular or fruitless or wasteful expenditure incurred by the 
municipality; 


(ii). whether any person is responsible or under investigation for such unauthorised, 
irregular or fruitless or wasteful expenditure; and 


(iii). the steps that have been taken to recover or rectify such expenditure; and to 
prevent a recurrence of such expenditure. 
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26. 


LOGISTICS, DISPOSAL, RISK AND PERFORMANCE MANAGEMENT 


26.1 Logistics Management 


(a). an effective system of logistics management must include the following- 


(i). the coding of items to ensure that each item has a unique number for the purposes 
of monitoring spending patterns on types or classes of goods and services; 


(ii). the setting of inventory levels that include minimum and maximum levels and lead 
times where goods are placed in stock; 


(iii). placing of manual or electronic orders for all acquisitions other than petty cash; 


(iv). Certify that goods and services are delivered or rendered on time; 


(v). before payment is approved, certify that the goods and services received are in 
accordance with the order, the general conditions of contract and specifications 
where applicable and that the price charged is as quoted/in terms of a contract; 


(vi). ensure appropriate standards of internal control and warehouse management are 
in place to ensure goods placed in stores are secure and only used for the purpose 
they were purchased; 


(vii). ensure that all assets including official vehicles are properly managed, 
appropriately maintained and only used for official purposes; and 


(viii). Monitor and review vendors performance to ensure compliance with specifications 
and contract conditions for a particular goods or service. 


26.2 Disposal Management 


(a). the criteria for the disposal or letting of assets, including unserviceable, redundant or 
obsolete assets, subject to section 14 and 90 of the Act; 


(b). the disposal of assets must be by one of the following methods- 


(i). transferring the asset to another organ of state in terms of a provision of the Act 
enabling the transfer of assets; 
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(ii). transferring the asset to another organ of state at market related value or, when 
appropriate, free of charge; 


(Hi), selling the asset; or 


(iv). destroying the asset; 


(c). provided that- 


(i). movable assets may be sold either by way of written price quotations, a 
competitive bidding process, auction or at market related prices, whichever is the 
most advantageous to the municipality 


(ii). in the case of the free disposal of computer equipment, the provincial department 
of education must first be approached to indicate within 30 days whether any of the 
local schools are interested in the equipment; and 


(Hi), in the case of the disposal of firearms, the National Conventional Arms Control 
Committee has approved any sale or donation of firearms to any person or 
institution within or outside the Republic; 


(d). furthermore ensure that- 


(i). immovable property is let at market related rates except when the public interest or 
the plight of the poor demands otherwise; 


(ii). all fees, charges, rates, tariffs, scales of fees or other charges relating to the letting 
of immovable property are annually reviewed; and 


(e). ensure that where assets are traded in for other assets, the highest possible trade-in 
price is negotiated. 


(f). any other criteria determined by the council. 
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26.3 Risk Management 


(a). responsibility of risk management - 


(i). the AO shall ensure that SWA has and maintains and effective system of risk 
management for the identification, consideration and avoidance of potential risk in 
the SCM system; 


(ii). aspects of risk management shall be allocated to the Chief Financial Officer, the 
SCM practitioners, the Internal Audit Function and the Audit Committee, each of 
which shall ultimately be accountable to the AO or the Board for the discharge of 
their responsibilities; 


(iii). risk and risk management is a key responsibility of the accounting officer who 
should receive advice thereon from the internal audit function and the Audit 
Committee; 


(iv). risk management is however a continuous and proactive process that relates to all 
organisational activities at all levels. All Supply Chain Management practitioners 
must have a thorough understanding of the risk involved in the activities under 
their control and actively and pro-actively work towards managing these risks. 
Each practitioner has a responsibility towards risk management. 


(b). elements of risk management: 


(i). assessing the nature and extent of the risk associated with the SWA operations; 


(ii). deciding on an acceptable level of loss or degree of failure; 


(iii). deciding how to manage minimize /mitigate the risk; 


(iv). monitoring, reporting and from time to time re-assessing the level and implications 
of risk exposure. 


(c). Guarantees: 


(i). performance guarantees should be commensurate with the degree of contractual 
risk to which the SWA is exposed; 
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(ii). in case of large and complex contracts, it is advisable to call for bid guarantees to 
prevent the submission of irresponsible bids; 


(iii). performance guarantees should spread the cost of the risk of failure between the 
contracting parties and should be set at such a level that all the SWA costs relating 
to such failure are likely to be recovered; 


(iv) it would be prudent to make adequate provisioning in all engineering and 
construction works contracts to ensure that monies are available to rectify defects; 
and 


(v) performance bonds in engineering and construction works contracts should be 
waived in low value, low risk contracts or where a third party carries the risk of 
failure In an acceptable manner. 


26.4 Supply Chain Performance 


26.4.1 SWA must submit to the National Treasury, Provincial Treasury and the Auditor-General 
such Supply Chain Management Information as they may require and in such format and 
at such intervals as specified. SWA will implement an information gathering, recording 
reporting and performance measurement system to facilitate the above and to promote 
good governance. 

(a). Management Information 


(i). from the gathered information the prescribed external and Internal management 
reports must be compiled and distributed. 


(b). Performance Measurement 


(i). the SCM department is responsible to measure SWA progress regarding the 
achievement of the goals by using the predetermined criteria. The results of this 
measurement will then be Included In external and internal reports as prescribed; 


(c). Record Keeping 


(i). in achieving of predetermined targets SWA must gather as much information as 
possible on a continuous basis to adapt to the changing environment and 
Government’s reporting ‘requirements pertaining to SCM; 


(ii). keeping complete records pertaining to supply chain management will assist SWA 
in their performance monitoring and reporting role; 
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(iii). apart from records, SWA should also maintain a proper filling system per case; 


Record keeping system 

(i). the necessary information, to satisfy the internal and external reporting 
requirements, has to be kept in an orderly manner. The gathering of information 
and recording system must provide for the type of information required, deadlines 
and the allocation of duties and responsibilities; 


(ii). it should be noted that record keeping does not replace the normal filling system 
that contains the hard copy of each case; 


(iii). the necessary records can be maintained either manually or electronically and 
does not have to be a formal register. As such a list or spreadsheet wilt surface; 
information can be incorporated into a single record where possible. The 
consolidation of the required returns and forwarding thereof has to be allocated to 
the responsible person or section. 


Records to be kept 

(i) . Record of verbal and written quotations and formal written quotations 

(ii) . List of bid documents issued 

(iii) . Record of ad hoc bids 

(iv) . Record of Specific Term Contracts 

(v) . Record of deviation processes 

(vi) . Record of complaints received from bidders or contractors 

(vii) . Record of declaration of interest 

(viii). Record of gifts received 

(ix) . Record of instances of fraud of corruption 

(x) . Record of irregular, fruitless and wasteful expenditure 

(xi) . Record of circulars distributed within SWA. 

REVISION OF THE POLICY 


This Policy will be reviewed on an ongoing basis, and amended accordingly as and when 
necessary. 



CHAPTER FIVE 


AUDITED STATEMENTS AND RELATED FINACIAL 

INFORMATION 
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Sandspruit Works Association (Association incorporated under section 21) 

Annual Financial Statements for the year ended 30 June 2010 

Accounting Officer’s Responsibilities and Approval 


The accounting officer is required by the Municipal Finance Management Act (Act 56 of 2003) to maintain adequate 
accounting records and is responsible for the content and integrity of the annual financial statements and related financial 
information included in this report. It is the responsibility of the accounting officer to ensure that the annual financial 
statements fairly present the state of affairs of the entity as at the end of the financial year and the results of its operations 
and cash flows for the period then ended. The external auditors are responsible for reporting on the fair presentation of the 
annual financial statements. 

The annual financial statements have been prepared in accordance with Standards of Generally Recognised Accounting 
Practice (GRAP). 

The annual financial statements are based upon appropriate accounting policies consistently applied and supported by 
reasonable and prudent judgements and estimates. 

The accounting officer acknowledges that he is ultimately responsible for the system of internal financial control established 
by the entity and places considerable importance on maintaining a strong control environment. To enable the accounting 
officer to meet these responsibilities, the accounting officer sets standards for internal control aimed at reducing the risk of 
error or loss in a cost effective manner. The standards include the proper delegation of responsibilities within a clearly 
defined framework, effective accounting procedures and adequate segregation of duties to ensure an acceptable level of 
risk. These controls are monitored throughout the entity and all employees are required to maintain the highest ethical 
standards in ensuring the entity’s business is conducted in a manner that in all reasonable circumstances is above 
reproach. The focus of risk management in the entity is on identifying, assessing, managing and monitoring all known forms 
of risk across the entity. While operating risk cannot be fully eliminated, the entity endeavours to minimise it by ensuring 
that the appropriate infrastructure, controls, systems and ethical behaviour are applied and managed within predetermined 
procedures and constraints. 

The accounting officer is of the opinion, based on the information and explanations given by management, that the system 
of internal control provides reasonable assurance that the financial records may be relied on for the preparation of the 
annual financial statements. Flowever, any system of internal financial control can provide only reasonable, and not 
absolute, assurance against material misstatement or loss. 

The accounting officer has reviewed the entity’s cash flow forecast for the year to 30 June 2011 and. In the light of this 
review and the current financial position, he is satisfied that the entity has or has access to adequate resources to continue 
in operational existence for the foreseeable future, provided that CTMM continues its financial support for the entity. 

The entity is wholly dependent on the CTMM for continued funding of operations. The annual financial statements are 
prepared on the basis that the entity is a going concern and that the CTMM has neither the intention nor the need to 
liquidate or curtail materially the scale of the entity. 

The external auditors are responsible for independently reviewing and reporting on the entity’s annual financial statements. 
The annual financial statements have been examined by the entity’s external auditors and their report is presented on 
page 4 - 7. 

The annual financial statements set out on pages 8 to 33, which have been prepared on the going concern basis, were 
approv^ by the board on 30 August 2010 and were signed on its behalf by: 


CfeaX M J Taetsane 


Pretoria 
30 August 2010 
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AUDITOR’S REPORT OF THE AUDITOR-GENERAL TO THE GAUTENG 
PROVINCIAL LEGISLATURE AND THE COUNCIL OF THE CITY OF TSHWANE 
METROPOLITAN MUNICIPALITY ON THE FINANCIAL STATEMENTS OF 
SANDSPRUIT WORKS ASSOCIATION (ASSOCIATION INCORPORATED UNDER 
SECTION 21) FOR THE YEAR ENDED 30 JUNE 2010 

REPORT ON THE FINANCIAL STATEMENTS 
Introduction 

1 have audited the accompanying financial statements of Sandspruit Works Association 
which comprise the statement of financial position as at 30 June 2010, and the statement 
of financial performance, the statement of changes in net assets and cash flow statement 
for the year then ended, and a summary of significant accounting policies and other 
explanatory information as set out on pages !). to.33 

Accounting officer’s responsibility for the financial statements 
The accounting officer is responsible for the preparation and fair presentation of these 
financial statements in accordance with South African Standards of Generally 
Recognised Accounting Practice (SA Standards of GRAP) and in the manner required by 
the Municipal Finance Management Act of South Africa (MFMA) and the Companies Act 
of South Africa (Companies Act).This responsibility includes; designing, implementing 
and maintaining internal control relevant to the preparation and fair presentation of 
financial statements that are free from material misstatement, whether due to fraud or 
error; selecting and applying appropriate accounting policies; and making accounting 
estimates that are reasonable in the circumstances. 

Auditor-General’s responsibility 

As required by section 188 of the Constitution of South Africa, 1996 (Act No. 108 of 
1996) and section 4 of the Public Audit Act, 2004 (Act No. 25 of 2004) (PAA), my 
responsibility is to express an opinion on these financial statements based on my audit. 

1 conducted my audit in accordance with International Standards on Auditing and 
General Notice 1570 of 2009 issued in Government Gazette 32758 of 
27 November 2009. Those standards require that I comply with ethical requirements and 
plan and perform the audit to obtain reasonable assurance about whether the financial 
statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depend on the auditor’s 
judgement, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error. In making those risk assessments, the auditor 
considers internal control relevant to the entity's preparation and fair presentation of the 
financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of 
the entity’s internal control. An audit also includes evaluating the appropriateness of 
accounting policies used and the reasonableness of accounting estimates made by 
management, as well as evaluating the overall presentation of the financial statements. 

I believe that the audit evidence I have obtained is sufficient and appropriate to provide a 
basis for my audit opinion. 
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Opinion 

In my opinion, the financial statements present fairly, in all material respects, the financial 
position of Sandspruit Works Association as at 30 June 2010 and its financial 
performance and its cash flows for the year then ended in accordance with SA Standards 
of GRAP and in the manner required by the MFMA and the Companies Act. 

Emphasis of matter 

I draw attention to the matters below. My opinion is not modified in respect of these 
matters: 

Fruitless and wasteful expenditure 

As disclosed in note 28 to the financial statements, fruitless and wasteful expenditure of 
R1 160 156 was incurred in respect of interest levied due to late payment of suppliers. 

Irregular expenditure 

As disclosed in note 29 to the financial statements, irregular expenditure of R159 980 
was incurred on world cup expenditure which was in contravention of section 94(2) of the 
MFMA and which has not been condoned. 

Additional matter 

I draw attention to the matter below. My opinion is not modified in respect of this matter: 

Unaudited supplementary schedule 

The supplementary information set out on pages to ^^does not form part of the 
financial statements and is presented as additional information. I have not audited this 
schedule and accordingly I do not express an opinion thereon. 

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS 

As required by the PAA and in terms of General notice 1570 of 2009, issued In 
Government Gazette No. 32758 of 27 November 2009, I include below my findings on 
the report on predetermined objectives, compliance with the MFMA, the Municipal 
Systems Act, the Value Added Tax Act (VAT Act) and financial management (internal 
control). 

Predetermined objectives 

Material findings on the report on predetermined objectives, as set out on pages ... to ..., 
are reported below. 

Reliability of reported performance Information 

The following criteria were used to assess the reliability of the planned and reported 
performance: 

• Validity: Has the actual reported performance occurred and does it pertain to the 
entity i.e. can the reported performance information be traced back to the source 
data or documentation? 

• Accuracy: Amounts, numbers and other data relating to reported actual 
performance has been recorded and reported appropriately. 
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• Completeness: All actual results and events that should have been recorded have 
been included in the reported performance information. 

The following audit findings relate to the above criteria: 

Reported indicators not reliable as no supporting information was provided 

For the selected objectives the validity and accuracy of 44% of the reported indicators 
could not be established as relevant source documentation could not be provided for 
audit purposes. 

Planned and reported performance targets not specific, measurable and time 
bound 

For the selected objectives, 44% of the planned and reported targets were not: 

• specific in clearly identifying the nature and the required level of performance 

• measurable in identifying the required performance; and 

• time bound in specifying the time period or deadline for delivery. 

Compliance with laws and regulations 

Municipal Finance Management Act, 2003 (Act No. 56 of 2003) 

Expenditure was not paid within the parameters set by the applicable legislation 

Contrary to the requirements of section 99(2)(b) of the MFI\/IA, expenditure was not paid 
within the required 30 days from receipt of an invoice or such period as prescribed for 
certain categories of expenditure. 

The accounting officer did not adhere to his statutory responsibilities 

Contrary to the requirements of section 95(c)(i) of the MFMA, the municipal entity did not, 
in all instances, have effective internal controls in place. 

Contrary to the requirements of section 1 1 2 of the MFMA, the municipal entity’s supply 
chain management policy did not include all items required by Chapter 2 of the Supply 
Chain Management Regulations (Government Gazette 27636) for the full year. The 
policy which included all required items was approved subsequent to year end. 

Expenditure was incurred in contravention of or not in accordance with applicable 
legislation resulting in irregular expenditure 

Expenditure was not incurred in accordance with the requirements of the MFMA as set 
out in section 1 the definition of “irregular expenditure” paragraph (a) of the MFMA. 

Expenditure incurred was made in vain or could have been avoided resulting in 
fruitless and wasteful expenditure 

Expenditure incurred was made in vain, and could have been avoided based on the fact 
that reasonable care had been exercised, as set out in section 1 the definition of “fruitless 
and wasteful expenditure” of the MFMA. 
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Municipal System Act, 200 (Act No. 32 of 2000} 

The statutory requirements of the Municipal Systems Act have not been complied 
with 

Contrary to the requirements of section 93H(1)(b) of the Municipal Systems Act, the 
board of directors did not ensure compliance with all applicable legislation and 
agreements. 

Value Added Tax Act, 1991 (Act No. 89 of 1991) 

The statutory requirements of the VAT Act have not been complied with 

Contrary to the requirements of section 20(4) of the VAT Act, the municipal entity claimed 
input VAT on invoices above R3 000 without the necessary details included on the 
invoices. 

INTERNAL CONTROL 

I considered internal control relevant to my audit of the financial statements and the 
report on predetermined objectives as well as compliance with the MFMA, the 
Companies Act, the Municipal Systems Act and the VAT Act, but not for the purposes of 
expressing an opinion on the effectiveness of internal control. 

The matters reported below are limited to the significant deficiencies regarding the 
findings on the report on predetermined objectives and the findings on compliance with 
laws and regulations. 

Leadership 

Actions were not taken to address risks relating to the achievement of complete and 
accurate performance reporting. Furthermore, management did not always evaluate 
whether effective controls were implemented, control weaknesses were not always 
analysed and follow up actions were not taken to address internal control weaknesses. 

Financial and performance management 

Pertinent information was not identified and captured in a form and time frame to support 
performance reporting. Furthermore, internal controls were not designed to ensure that 
transactions were authorised and accurately processed. 


AtudlVor -G0nenxl 

Pretoria 

29 November 2010 



AUblTOH -OCNERAL 


SOUTH AFRICA 
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Sandspruit Works Association (Association incorporated under section 21) 

Annual Financial Statements for the year ended 30 June 2010 

Accounting Officer’s Report 


The accounting officer submits his report for the year ended 30 June 2010. 

1. Review of activities 
Main business and operations 

The entity is engaged to develop, prepare, install and maintain water and sanitation services and related services for the 
benefit of the community and operates principally in South Africa. 

During the year there were no major changes in the activities of the business. 

The operating results for the year were well within budget in the Water Services Provision Division. The Waste Water 
Treatment Division showed an operating loss of R5,3 million due to an extensive repairs and maintenance program. 

The operating results and state of affairs of the entity are fully set out in the attached annual financial statements and do not 
in our opinion require any further comment. 

2. Subsequent events 

The accounting officer is not aware of any matter or circumstance arising since the end of the financial year. 

3. Value Added Tax 

The entity is registered for VAT on the cash basis. A provision is made for the outstanding VAT liability based on the 
outstanding debtors less any provision for doubtful debts. 

4. Non-current assets 

There were no major changes in the nature of the non-current assets of the entity or in the policy relating to the use of non- 
current assets during the year. 

5. Share Capital and Dividends 

The entity is an association incorporated under section 21 of the Companies Act and has no stated capital. 

No dividends were declared or paid during the year. 

No dividend policy existed for the period under review. 

6. Board 

The directors of the entity during the year and to the date of this report are as follows: 

Name Changes 

M Dooms - Non-Executive 
M E Makgato - Non-Executive 

N M Malefo - Non-Executive Owner until 01 June 2010 

M J Taetsane - Executive 
K H Sekhokho - Non-Executive 

The board has met on 5 separate occasions during the financial year. The board is scheduled to meet at least 4 times per 
annum. All of the board members attended all of the meetings with the exception of N M Malefo who did not attend any 
meetings. 

There were no new appointments or other resignations during the period under review. 
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Sandspruit Works Association (Association incorporated under section 21) 

Annual Financial Statements for the year ended 30 June 2010 

Accounting Officer’s Report 


7. Secretary 

The secretary of the entity up to 24 March 2010 was Hofmeyr Herbstein & Gihwala Inc of: 
Business address 

6 Sandown Valley Crescent 

Sandown 

Johannesburg 

2196 

Postal address 

Private Bag X40 
Benmore 
Johannesburg 
2010 

No new secretary has been appointed up to the date of this report. 

8. Members and executive managers emoluments 
Entity 



Salary or Fee 

Medical and 

Expense 

Total package Total package 



Retirement 

Fund 

contributions 

allowance 

2010 

2009 

Non-Executive Members 

K H Sekhokho 

35 064 



35 064 

27 000 

M Dooms 

29 220 

- 

- 

29 220 

33 000 

M E Makgato 

29 220 

- 

- 

29 220 

28 000 

N M Malefo 

- 

- 

- 

- 

35 500 


93 504 

- 

- 

93 504 

123 500 

Executive Member 

Managing Director 

938 803 

_ 

_ 

938 803 

978 347 

Executive Managers Chief 
Financial Officer Fluman 

400 470 

109 226 

107 937 

617 633 

602 099 

Resources Manager 

464 127 

102 930 

116 897 

683 954 

590 326 

Operations Manager 

445 364 

113 812 

111 811 

670 987 

639 856 

Marketing and Communications 
Manager 

389 506 

77 431 

114 927 

581 864 

512 104 


1 699 467 

403 399 

451 572 

2 554 438 

2 344 385 


2 731 774 

403 399 

451 572 

3 586 745 

3 446 232 


9. Special resolutions 

The entity did not pass any special resolutions during the year under review. 

10. Bankers 

The entity’s bank accounts are as follows: 

Standard Bank of South Africa Limited - ODI Water Services 
ABSA Bank of South Africa Limited - Waste Water Treatment Works 
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Sandspruit Works Association (Association incorporated under section 21) 

Annual Financial Statements for the year ended 30 June 2010 

Accounting Officer’s Report 


11. Auditors 

In accordarrce with Section 92 of the Municipal Finance Management Act No 56 of 2003, the Auditor-General will continue 
as the emity’s external auditors. 
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Sandspruit Works Association (Association incorporated under section 21) 

Annual Financial Statements for the year ended 30 June 2010 

Statement of Financial Position 


Figures in Rand 

Note(s) 

2010 

2009 

Assets 




Current Assets 

Inventories 

6 

1 899 950 

2 224 033 

Trade and other receivables from exchange transactions 

7 

106 823 075 

105 991 437 

Cash and cash equivalents 

8 

17 837 089 

4 997 764 



126 560 114 

113 213 234 

Non-Current Assets 

Property, plant and equipment 

3 

16 647 049 

17 776 696 

Total Assets 


143 207 163 

130 989 930 

Liabilities 




Current Liabilities 

Trade and other payables from exchange transactions 

9 

116 632 448 

91 774 387 

VAT payable 

11 

1 097 021 

484 140 

Unspent conditional grants and receipts 

10 

5 680 193 

13 678 433 

Non-Current Liabilities 

Operating lease liability 

5 

206 537 

124 268 

Total Liabilities 


123 616 199 

106 061 228 

T otal Assets 


143 207 163 

130 989 930 

Total Liabilities 


(123 616 199) 

(106 061 228) 

Net Assets 


19 590 964 

24 928 702 

Net Assets 

Accumulated Surplus 


19 590 964 

24 928 702 

Total Net Assets 


19 590 964 

24 928 702 
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Sandspruit Works Association (Association incorporated under section 21) 

Annual Financial Statements for the year ended 30 June 2010 


Statement of Financial Performance 


Figures in Rand 

Note(s) 

2010 

2009 

Revenue 

13 

157 661 903 

185 944 088 

Cost of sales 


(118 810 703) 

(122 725 111) 

Gross surplus 


38 851 200 

63 218 977 

Other income 

15 

74 845 074 

47 071 227 

Operating expenses 


(138 689 430) 

(134 235 625) 

Operating deficit 

16 

(24 993 156) 

(23 945 421) 

Interest received 

18 

20 815 934 

20 774 748 

Finance costs 

19 

(1 160 516) 

(29 049) 

Deficit for the year 


(5 337 738) 

(3 199 722) 
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Sandspruit Works Association (Association incorporated under section 21) 

Annual Financial Statements for the year ended 30 June 2010 


Statement of Changes in Net Assets 



Accumulated 

Total net 

Figures in Rand 

Surplus 

assets 

Balance at 01 July 2008 

28 128 424 

28 128 424 

Changes in net assets 



Deficit for the year 

(3 199 722) 

(3 199 722) 

Total changes 

(3 199 722) 

(3 199 722) 

Balance at 01 July 2009 

24 928 702 

24 928 702 

Changes in net assets 



Deficit for the year 

(5 337 738) 

(5 337 738) 

Total changes 

(5 337 738) 

(5 337 738) 

Balance at 30 June 2010 

19 590 964 

19 590 964 
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Sandspruit Works Association (Association incorporated under section 21) 

Annual Financial Statements for the year ended 30 June 2010 

Cash Flow Statement 


Figures in Rand 

Note(s) 

2010 

2009 

Cash flows from operating activities 

Receipts 

Sale of goods and services 

Grants 

Interest income 

Other receipts 


95 816 224 

64 999 297 

20 815 934 

454 452 

112 075 969 

34 371 194 

20 774 748 

2 196 218 



182 085 907 

169 418 129 

Payments 




Employee costs 


(48 240 513) 

(47 468 544) 

Suppliers 


(117 984 410) 

(140 118 865) 

Finance costs 


(1 160 516) 

(29 049) 



(167 385 439) 

(187 616 458) 

Net cash flows from operating activities 

21 

14 700 468 

(18 198 329] 

Cash flows from investing activities 




Purchase of property, plant and equipment 

3 

(1 861 143) 

(2 349 481) 

Proceeds from sale of property, plant and equipment 

3 

- 

15 000 

Net cash flows from investing activities 


(1 861 143) 

(2 334 481] 

Net increasel(decrease) in cash and cash equivalents 


12 839 325 

(20 532 810] 

Cash and cash equivalents at the beginning of the year 


4 997 764 

25 530 574 

Cash and cash equivalents at the end of the year 

8 

17 837 089 

4 997 764 
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Sandspruit Works Association (Association incorporated under section 21) 

Annual Financial Statements for the year ended 30 June 2010 

Accounting Policies 


1. Presentation of Annual Financial Statements 

The annual financial statements have been prepared in accordance with the effective Standards of Generally Recognised 
Accounting Practice (GRAP) including any interpretations, guidelines and directives issued by the Accounting Standards 
Board. 

These annual financial statements have been prepared on an accrual basis of accounting and are in accordance with 
historical cost convention unless specified otherwise. They are presented in South African Rand. 

These accounting policies are consistent with the previous period, except for the new standards and interpretations adopted 
as stated in Note 2. 

1.1 Significant judgements and sources of estimation uncertainty 

In preparing the annual financial statements, management is required to make estimates and assumptions that affect the 
amounts represented in the annual financial statements and related disclosures. Use of available information and the 
application of judgement is inherent in the formation of estimates. Actual results in the future could differ from these 
estimates which may be material to the annual financial statements. Significant judgements include: 

Trade receivables I Held to maturity investments andlor loans and receivables 

The entity assesses its trade receivables, held to maturity investments and loans and receivables for impairment at each 
statement of financial position date. In determining whether an impairment loss should be recorded in the statement of 
financial performance, the entity makes judgements as to whether there is observable data indicating a measurable 
decrease in the estimated future cash flows from a financial asset. 

Allowance for slow moving, damaged and obsolete stock 

An allowance to write stock down to the lower of cost or net realisable value is calculated on an annual basis. Management 
has made estimates of the selling price and direct cost to sell on certain inventory items. The adjustment is included in the 
operating deficit (Refer Note 16). 

Fair value estimation 

The carrying value less impairment provision of trade receivables and payables are assumed to approximate their fair 
values. The fair value of financial liabilities for disclosure purposes is estimated by discounting the future contractual cash 
flows at the current market interest rate that is available to the entity for similar financial instruments. 

Impairment testing 

The recoverable amounts of cash-generating units and individual assets have been determined based on the higher of 
value-in-use calculations and fair values. These calculations require the use of estimates and assumptions. 

The entity reviews and tests the carrying value of assets when events or changes in circumstances suggest that the 
carrying amount may not be recoverable. If there are indications that impairment may have occurred, estimates are 
prepared of expected future cash flows for each group of assets. Expected future cash flows used to determine the value in 
use of tangible assets are inherently uncertain and could materially change over time. 

Useful lives of waste water and water network and other assets 

The entity’s management determines the estimated useful lives and related depreciation charges for the waste water and 
water networks. This estimate is based on industry norms. Management will increase the depreciation charge where useful 
lives are less than previously estimated useful lives. 
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Sandspruit Works Association (Association incorporated under section 21) 

Annual Financial Statements for the year ended 30 June 2010 

Accounting Policies 


1.1 Significant judgements and sources of estimation uncertainty (continued] 

Effective interest rate 

The entity used the prime interest rate to discount future cash flows. 

Allowance for doubtful debts 

On debtors an impairment loss is recognised in surplus and deficit when there is objective evidence that it is impaired. The 
impairment is measured as the difference between the debtors carrying amount and the present value of estimated future 
cash flows discounted at the effective interest rate, computed at initial recognition. 

1.2 Property, plant and equipment 

Property, plant and equipment are tangible non-current assets (including infrastructure assets) that are held for use in the 
production or supply of goods or services, rental to others, or for administrative purposes and are expected to be used during 
more than one period. 

The cost of an item of property, plant and equipment is recognised as an asset when: 

• it is probable that future economic benefits or service potential associated with the item will flow to the entity; and 

• the cost of the item can be measured reliably. 

Property, plant and equipment is initially measured at cost. 

The cost of an item of property, plant and equipment is the purchase price and other costs attributable to bring the asset to the 
location and condition necessary for it to be capable of operating in the manner Intended by management. Trade discounts and 
rebates are deducted in arriving at the cost. 

Where an asset is acquired at no cost, or for a nominal cost, its cost is its fair value as at date of acquisition. 

Where an item of property, plant and equipment is acquired in exchange for a non-monetary asset or monetary assets, or a 
combination of monetary and non-monetary assets, the asset acquired is initially measured at fair value (the cost). If the 
acquired Item’s fair value was not determinable, it’s deemed cost is the carrying amount of the asset(s) given up. 

When significant components of an item of property, plant and equipment have different useful lives, they are accounted for as 
separate items (major components) of property, plant and equipment. 

Costs include costs incurred initially to acquire or construct an item of property, plant and equipment and costs incurred 
subsequently to add to, replace part of, or service it. If a replacement cost is recognised in the carrying amount of an item of 
property, plant and equipment, the carrying amount of the replaced part is derecognised. 

The initial estimate of the costs of dismantling and removing the item and restoring the site on which it is located is also 
included in the cost of property, plant and equipment, where the entity is obligated to incur such expenditure, and where the 
obligation arises as a result of acquiring the asset or using it for purposes other than the production of inventories. 

Recognition of costs in the carrying amount of an item of property, plant and equipment ceases when the item is in the location 
and condition necessary for it to be capable of operating in the manner intended by management. 

Major spare parts and stand by equipment which are expected to be used for more than one period are included in property, 
plant and equipment. In addition, spare parts and stand by equipment which can only be used in connection with an item of 
property, plant and equipment are accounted for as property, plant and equipment. 

Property, plant and equipment is carried at cost less accumulated depreciation and any impairment losses. 

Property, plant and equipment are depreciated on the straight line basis over their expected useful lives to their estimated 
residual value. 
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1.2 Property, plant and equipment (continued) 

The useful lives of items of property, plant and equipment have been assessed as follows: 


Item 

Buildings 

Plant and machinery 
Furniture and fixtures 
Motor vehicles 
IT equipment 


Average useful life 

30-50 Years 
10 Years 
5 Years 
5 Years 
3 Years 


The residual value, the useful life and depreciation method of each asset is reviewed at the end of each reporting date. If the 
expectations differ from previous estimates, the change is accounted for as a change in accounting estimate. 


Each part of an item of property, plant and equipment with a cost that is significant in relation to the total cost of the item is 
depreciated separately. 


The depreciation charge for each period is recognised in surplus or loss unless it is included in the carrying amount of another 
asset. 


Items of property, plant and equipment are derecognised when the asset is disposed of or when there are no further economic 
benefits or service potential expected from the use of the asset. 

The gain or loss arising from the derecognition of an item of property, plant and equipment is included in surplus or loss when 
the item is derecognised. The gain or loss arising from the derecognition of an item of property, plant and equipment is 
determined as the difference between the net disposal proceeds, if any, and the carrying amount of the item. 

1.3 Intangible assets 

An asset is identified as an intangible asset when it: 

• is capable of being separated or divided from an entity and sold, transferred, licensed, rented or exchanged, 
either individually or together with a related contract, assets or liability; or 

• arises from contractual rights or other legal rights, regardless whether those rights are transferable or separate 
from the entity or from other rights and obligations. 

An intangible asset is recognised when: 

• it is probable that the expected future economic benefits that are attributable to the asset will flow to the entity; 
and 

• the cost of the asset can be measured reliably. 

Initial computer software costs are recorded as intangible assets at cost. Computer software is licensed to the computer on 
which it is installed and it cannot be resold. Therefore it is deemed that computer software has no residual value. Yearly 
maintenance and update fees are payable for software used. These fees are accounted for as expenses as and when it 
becomes payable. In light of the annual fees payable initial software costs are amortised on a straight line basis over 2 
years. 

Intangible assets are carried at cost less any accumulated amortisation and any impairment losses. 

Computer software is capitalised to computer equipment where it forms an integral part of computer equipment. 

The amortisation period and the amortisation method for intangible assets are reviewed every period end. 

Amortisation is provided to write down the intangible assets, on a straight line basis, to their residual values as follows: 

Item Useful life 

Computer software 2 Years 
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1.4 Financial instruments 
Classification 

The entity classifies financial assets and financial liabilities into the following categories: 

• Financial assets at fair value through surplus or loss - held for trading 

• Loans and receivables 

• Available-for-sale financial assets 

• Financial liabilities at fair value through surplus or loss - held for trading 

• Financial liabilities measured at amortised cost 

Classification depends on the purpose for which the financial instruments were obtained I incurred and takes place at initial 
recognition. Classification is re-assessed on an annual basis, except for derivatives and financial assets designated as at fair 
value through surplus or loss which shall not be classified out of the fair value through surplus or loss category. 

Initial recognition and measurement 

Financial instruments are recognised initially when the entity becomes a party to the contractual provisions of the 
instruments. 

The entity classifies financial instruments, or their component parts, on initial recognition as a financial asset, a financial 
liability or an equity instrument in accordance with the substance of the contractual arrangement. 

Financial instruments are measured initially at fair value, except for equity investments for which a fair value is not 
determinable, which are measured at cost and are classified as available for sale financial assets. 

For financial instruments which are not at fair value through surplus or loss, transaction costs are included in the initial 
measurement of the instrument. 

Transaction costs on financial instruments at fair value through surplus or loss are recognised in the surplus or deficit for 
the year. 

Regular way purchases of financial assets are accounted for at settlement date. 

Subsequent measurement 

Financial instruments at fair value through surplus or loss are subsequently measured at fair value, with gains and losses 
arising from changes in fair value being included in surplus or loss for the period. 

Net gains or losses on the financial instruments at fair value through surplus or loss exclude dividends and interest. 

Loans and receivables are subsequently measured at amortised cost, using the effective interest method, less accumulated 
impairment losses. 

Available for sale financial assets are subsequently measured at fair value. This excludes equity investments for which a 
fair value is not determinable, which are measured at cost less accumulated impairment losses. 

Gains and losses arising from changes in fair value are recognised in other comprehensive income and accumulated in 
equity until the asset is disposed of or determined to be impaired. Interest on available for sale financial assets calculated 
using the effective interest method is recognised in surplus or loss as part of other income. Dividends received on available 
for sale equity instruments are recognised in surplus or loss as part of other income when the entity’s right to receive 
payment is established. 

Financial liabilities at amortised cost are subsequently measured at amortised cost using the effective interest method. 

Impairment of financial assets 

At each end of the reporting period the entity assesses all financial assets, other than those at fair value through surplus or 
loss, to determine whether there is objective evidence that a financial asset or group of financial assets has been impaired. 

For amounts due to the entity, significant financial difficulties of the debtor, probability that the debtor will enter bankruptcy 
and default of payments are all considered indicators of impairment. 
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1.4 Financial instruments (continued) 

Impairment losses are recognised in surplus or loss. 

Impairment losses are reversed when an increase in the financial asset’s recoverable amount can be related objectively to 
an event occurring after the impairment was recognised, subject to the restriction that the carrying amount of the financial 
asset at the date that the impairment is reversed shall not exceed what the carrying amount would have been had the 
impairment not been recognised. 

Reversals of impairment losses are recognised in surplus or loss except for equity investments classified as available for 
sale. 

Impairment losses are also not subsequently reversed for available-for-sale equity investments which are held at cost 
because fair value was not determinable. 

Where financial assets are impaired through use of an allowance account, the amount of the loss is recognised in surplus 
or loss within operating expenses. When such assets are written off, the write off is made against the relevant allowance 
account. Subsequent recoveries of amounts previously written off are credited against operating expenses. 

Trade and other receivables 

Trade receivables are measured at initial recognition at fair value and are subsequently measured at amortised cost using 
the effective interest rate method. Appropriate allowances for estimated irrecoverable amounts are recognised in surplus or 
loss when there is objective evidence that the asset is impaired. Significant financial difficulties of the debtor, probability that 
the debtor will enter bankruptcy or financial reorganisation and default or delinquency in payments (more than 30 days 
overdue) are considered indicators that the trade receivable is impaired. The allowance recognised is measured as the 
difference between the asset’s carrying amount and the present value of estimated future cash flows discounted at the 
effective interest rate. 

The carrying amount of the asset is reduced through the use of an allowance account and the amount of the loss is 
recognised in surplus or loss within operating expenses. When a trade receivable Is uncollectable, it is written off against 
the allowance account for trade receivables. Subsequent recoveries of amounts previously written off are credited against 
operating expenses in surplus or loss. 

Trade and other receivables are classified as loans and receivables. 

Trade and other payables 

Trade payables are initially measured at fair value and are subsequently measured at amortised cost using the effective 
interest rate method. 

Cash and cash equivalents 

Cash and cash equivalents comprise cash on hand, demand deposits and other short-term highly liquid investments that 
are readily convertible to a known amount of cash and are subject to an insignificant risk of changes in value. These are 
initially and subsequently recorded at fair value. 

Financial liabilities and equity instruments 

Financial liabilities are classified according to the substance of contractual agreements entered into. 

Gains and losses 

A gain or loss arising from a change in a financial asset or financial liability is recognised as follows: 

• A gain or loss on a financial asset or financial liability classified as at fair value through surplus or loss is 
recognised in surplus or deficit, 

• A gain or loss on an available-for-sale financial asset is recognised directly in net assets, through the statement 
of changes in net assets, until the financial asset is derecognised, at which time the cumulative gain or loss 
previously recognised in net assets is recognised in surplus or deficit, and 

• For financial assets and financial liabilities carried at amortised cost, a gain or loss is recognised in surplus or 
deficit when the financial asset or financial liability is derecognised or impaired, and through the amortisation 
process. 
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1.4 Financial instruments (continued) 

Impairment of financial assets 

The entity assesses at each statement of financial position date whether a financial asset or group of financial assets is 
impaired. 

Assets are carried at amortised cost. 

If there is objective evidence that an impairment loss on loans and receivables carried at amortised cost has been incurred, 
the amount of the loss is measured as the difference between the asset’s carrying amount and the present value of 
estimated future cash flows (excluding future credit losses that have not been incurred) discounted at the financial asset’s 
original effective interest rate (i.e. the effective interest rate computed at initial recognition). The carrying amount of the 
asset shall be reduced either directly or through the use of an allowance account. The amount of the loss shall be 
recognised in surplus or deficit. The entity first assesses whether objective evidence of impairment exists individually for 
financial assets that are individually significant and individually or collectively for financial assets that are not individually 
significant. If it is determined that no objective evidence of impairment exists for an individually assessed financial asset, 
whether significant or not, the asset is included in a group of financial assets with similar credit risk characteristics and that 
group of financial assets is collectively assessed for impairment. Assets that are individually assessed for impairment and 
for which an impairment loss is or continues to be recognised are not included in a collective assessment of impairment. 

1.5 Tax 
Tax expenses 

The company is exempted from tax in terms of section 10{l)(a) of the Income Tax Act. 

1.6 Leases 

A lease is classified as a finance lease if it transfers substantially all the risks and rewards incidental to ownership. A lease 
is classified as an operating lease if it does not transfer substantially all the risks and rewards incidental to ownership. 

Operating leases - lessee 

Operating lease payments are recognised as an expense on a straight-line basis over the lease term . The difference 
between the amounts recognised as an expense and the contractual payments are recognised as an operating lease asset 
or accrual. This liability is not discounted. (Refer note 5). 

Any contingent rents are expensed in the period they are incurred. 

1.7 Inventories 

Raw materials and components are valued at the lower of cost and net realisable value. In general, the basis of determining 
cost is the weighted average method. 

Water stock is measured at the lower of cost and net realisable value on the first-in-first-out basis. 

Redundant and slow-moving inventories are identified and written down from cost to net realisable value with regard to their 
estimated economic or realisable values. 

Net realisable value is the estimated selling price in the ordinary course of business less the estimated costs of completion 
and the estimated costs necessary to make the sale. 

The cost at reporting date comprises of all costs of purchase, costs of conversion and other costs incurred in bringing the 
inventories to their present location and condition. 

The cost of inventories of items that are not ordinarily interchangeable and goods or services produced and segregated for 
specific projects is assigned using specific identification of the individual costs. 
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1.7 Inventories (continued) 

When inventories are sold, the carrying amount of those inventories are recognised as an expense in the period in which 
the related revenue is recognised. The amount of any write-down of inventories to net realisable value and all losses of 
inventories are recognised as an expense in the period the write-down or loss occurs. The amount of any reversal of any 
write-down of inventories, arising from an increase in net realisable value, are recognised as a reduction in the amount of 
inventories recognised as an expense in the period in which the reversal occurs. 

1.8 Employee benefits 
Short-term employee benefits 

The cost of short-term employee benefits, (those payable within 12 months after the service is rendered, such as paid 
vacation leave and sick leave, bonuses, and non-monetary benefits such as medical care), is recognised in the period in 
which the service is rendered and is not discounted. 

The expected cost of compensated absences is recognised as an expense as the employees render services that increase 
their entitlement or, in the case of non-accumulating absences, when the absence occurs. 

The expected cost of surplus sharing and bonus payments is recognised as an expense when there is a legal or 
constructive obligation to make such payments as a result of past performance. 

Defined contribution plans 

The entity has a defined contribution plan registered with Alexander Forbes Retirement Fund (Fund Registration number: 
1218134766). 

Payments to the defined contribution retirement benefit plan are charged as an expense as they fall due. 

1.9 Provisions and contingencies 
Provisions are recognised when: 

• the entity has a present obligation as a result of a past event; 

• it is probable that an outflow of resources embodying economic benefits or service potential will be required to 
settle the obligation; and 

• a reliable estimate can be made of the obligation. 

The amount of a provision is the best estimate of the expenditure expected to be required to settle the present obligation at 
the reporting date. 

Where the effect of time value of money is material, the amount of a provision is the present value of the expenditures 
expected to be required to settle the obligation. 

The discount rate is a pre-tax rate that reflects current market assessments of the time value of money and the risks 
specific to the liability. 

Where some or all of the expenditure required to settle a provision is expected to be reimbursed by another party, the 
reimbursement is recognised when, and only when, it is virtually certain that reimbursement will be received if the entity 
settles the obligation. The reimbursement is treated as a separate asset. The amount recognised for the reimbursement 
does not exceed the amount of the provision. 

Provisions are reviewed at each reporting date and adjusted to reflect the current best estimate. Provisions are reversed if it 
is no longer probable that an outflow of resources embodying economic benefits or service potential will be required to 
settle the obligation. 

Where discounting is used, the carrying amount of a provision increases in each period to reflect the passage of time. This 
increase is recognised as an interest expense. 

A provision is used only for expenditures for which the provision was originally recognised. 

Provisions are not recognised for future operating losses. 
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1.9 Provisions and contingencies (continued) 

If an entity has a contract that is onerous, the present obligation (net of recoveries) under the contract is recognised and 
measured as a provision. 

No obligation arises as a consequence of the sale or transfer of an operation until the entity is committed to the sale or 
transfer, that is, there is a binding agreement. 

After their initial recognition contingent liabilities recognised in business combinations that are recognised separately are 
subsequently measured at the higher of: 

• the amount that would be recognised as a provision; and 

• the amount initially recognised less cumulative amortisation. 

Contingent assets and contingent liabilities are not recognised. 

1.10 Revenue from exchange transactions 

Revenue is the gross inflow of economic benefits or service potential during the reporting period when those inflows result in an 
increase in net assets, other than increases relating to contributions from owners. 

An exchange transaction is one in which the municipality receives assets or services, or has liabilities extinguished, and directly 
gives approximately equal value (primarily in the form of goods, services or use of assets) to the other party in exchange. 

Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable, willing parties in 
an arm’s length transaction. 

1.11 Comparative figures 

Where necessary, comparative figures have been reclassified to conform to changes in presentation in the current year. 

1.12 Use of Estimates 

The preparation of annual financial statements in conformity with Generally Recognised Accounting Practice requires the 
use of certain critical accounting estimates. It also requires management to exercise its judgement in the process of 
applying the entity’s accounting policies. The areas involving a higher degree of judgement or complexity, or areas where 
assumptions and estimates are significant to the annual financial statements, are disclosed in the relevant sections of the 
annual financial statements. Although these estimates are based on management’s best knowledge of current events and 
actions they may undertake in the future, actual results ultimately may differ from those estimates. 

1.13 Conditional Grants and receipts 

Revenue received from conditional grants, donations and funding are recognised as revenue to the extent that the entity 
has complied with any of the criteria, conditions or obligations embodied in the agreement. To the extent that the criteria, 
conditions or obligations have not been met a liability is recognised. 
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2. New standards and interpretations 

2.1 Standards and interpretations effective and adopted in the current year 

In the current year, the entity has adopted the following standards and interpretations that are effective for the current 
financial year and that are relevant to its operations: 

May 2008 Annual Improvements to IFRS’s: Amendments to IFRS 7 (AC 144) Financial Instruments: Disclosures 

May 2008 Annual Improvements to IFRS’s: Amendments to IAS 39 (AC 133) Financial Instruments: Recognition and 
Measurement 

IAS 39 (AC 133) Financial Instruments: Recognition and Measurement - Amendments for eligible hedged items 
Amendment to IAS 39 (AC 133) and IFRS 7 (AC 144): Reclassification of Financial Assets 
IPSAS 21: Impairment of Non Cash-Generating Assets 
IPSAS 20: Related Party Disclosure 

2009 Annual Improvements Project: Amendments to IAS 39 (AC 133) Financial Instruments: Recognition and 
Measurement 

2009 Annual Improvements Project: Amendments to IFRIC 9 (AC 442) Reassessment of Embedded Derivatives 

2009 Annual Improvements Project: Amendments to IFRIC 16 (AC 449) Hedges of a Net Investment in a Foreign 
Operation 

August 2008 Annual Improvements to IFRS’s: IFRS 7 (AC 144) Financial Instruments: Disclosures 

August 2008 Annual Improvements to IFRS’s: IAS 19 (AC 116) Employee Benefits 

August 2008 Annual Improvements to IFRS’s: IAS 39 (AC 133) Financial Instruments: Recognition and 
Measurement 


2.2 Standards and interpretations issued, but not yet effective 

The entity has not applied the following standards and interpretations, which have been published and are mandatory for 
the entity’s accounting periods beginning on or after 01 July 2010 or later periods: 

GRAP 24: Presentation of Budget Information in the Financial Statements 

IGRAP 1: Interpretation of GRAP: Applying the Probability Test on Initial Recognition of Exchange Revenue 

GRAP 21: Impairment of non-cash-generating assets 

GRAP 26: Impairment of cash-generating assets 

GRAP 25: Employee benefits 

GRAP 104: Financial Instruments 

August 2008 Annual Improvements to IFRS’s: Amendments to IAS 32 (AC 125) 
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3. Property, plant and equipment 




2010 



2009 



Cost 1 
Valuation 

Accumulated Carrying value 
depreciation 

Cost 1 
Valuation 

Accumulated Carrying value 
depreciation 

Buildings 

7 791 341 

(1 554 880) 

6 236 461 

7 758 981 

(1 353 085) 

6 405 896 

Plant and machinery 

12 493 962 

(4 770 840) 

7 723 122 

12 505 843 

(3 537 694) 

8 968 149 

Furniture and fixtures 

1 362 876 

(981 635) 

381 241 

1 201 544 

(789 616) 

411 928 

Motor vehicles 

4 435 426 

(2 758 337) 

1 677 089 

3 151 470 

(2 031 587) 

1 119 883 

IT equipment 

3 031 968 

(2 402 832) 

629 136 

3 170 693 

(2 299 853) 

870 840 

Total 

29 115 573 

(12 468 524) 

16 647 049 

27 788 531 

(10 011 835) 

17 776 696 


Reconciliation of property, plant and equipment - 2010 


Buildings 

Plant and machinery 
Furniture and fixtures 
Motor vehicles 
IT equipment 


Opening 

Balance 


6 405 896 
8 968 149 
411 928 
1 119 883 
870 840 


Additions Disposals Depreciation 


32 360 
56 010 
161 510 
1 350 000 
261 263 


(201 795) 
(9 372) (1 291 665) 

(175) (192 022) 

(792 794) 
(15) (502 952) 


Total 

6 236 461 

7 723 122 
381 241 

1 677 089 
629 136 


17 776 696 1 861 143 (9 562) (2 981 228) 16 647 049 


Reconciliation of property, plant and equipment - 2009 


Buildings 

Plant and machinery 
Furniture and fixtures 
Motor vehicles 
IT equipment 


Opening 

Balance 


6 521 733 
8 761 246 
337 298 
1 711 092 
858 729 


Additions 

233 224 
1 243 425 
255 197 

617 635 


Disposals 


(8 119) 


Depreciation 

(349 061) 
(1 036 522) 
(180 567) 
(591 209) 
(597 405) 


Total 

6 405 896 
8 968 149 
411 928 
1 119 883 
870 840 


18 190 098 2 349 481 (8 119) (2 754 764) 17 776 696 


A register containing the information required by section 96 of the Municipal Finance Management Act is available for 
inspection at the registered office of the entity. 
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Figures in Rand 




2010 

2009 

4. Financial assets by category 

The accounting policies for financial Instruments have been applied to the line items below: 

2010 

Loans and Fair value Fair value 

receivables through through 

surplus or surplus or 

loss - held for loss - 

trading designated 

Trade and other receivables 106 823 075 

Cash and cash equivalents 17 837 089 

Held to Total 

maturity 
investments 

- 106 823 075 

17 837 089 


124 660 164 

- 

- 

- 124 660 164 

2009 







Loans and 

Fair value 

Fair value 

Held to 

Total 


receivables 

through 

through 

maturity 




surplus or 

surplus or 

investments 




loss - held for 

loss - 





trading 

designated 



T rade and other receivables 

105 991 437 

- 

- 

- 105 991 437 

Cash and cash equivalents 

4 997 764 

- 

- 

- 

4 997 764 


110 989 201 

- 

- 

- 110 989 201 

5. Operating lease accrual 






Non-current liabilities 




(206 537) 

(124 268) 





(206 537) 

(124 268) 

6. Inventories 






Raw materials and components 




1 741 612 

1 977 933 

Water Stock 




288 060 

320 415 





2 029 672 

2 298 348 

Inventories (write-downs) 




(129 722) 

(74 315) 





1 899 950 

2 224 033 


Inventory consists of water stock, spares and consumables which will be utilized by the entity in their daily business 
operations. 

7. Trade and other receivables from exchange transactions 


T rade debtors 

269 130 373 

234 529 859 

Madibeng Municipality 

72 209 572 

71 787 286 

City of Tshwane Metropolitan Municipality 

30 058 458 

28 038 819 

VAT on other debtors 

(13 208 066) 

(12 914 690) 

Provision for impairment 

(251 489 451) 

(215 881 359) 

Other receivables 

122 189 

431 522 


106 823 075 

105 991 437 
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7. Trade and other receivables from exchange transactions (continued) 

Other receivables from non-exchange transactions 
Management of Revenue 

An impairment loss Is recognised for the amount by which the carrying amount of the asset exceeds its recoverable 
amount. Accordingly, an impairment loss is recognised based on the ageing as well as the profile of debtors. 

Credit Quality of Trade and Other Receivables 

The credit quality of financial assets that are neither past due nor impaired can be assessed by reference to external credit 
ratings (if available) or to historical information about counterparty default rates. The credit quality of each class of financial 
asset that is neither past due nor impaired has been assessed as acceptable. The credit risk management policies of the 
company are discussed in note 26. 

Impairments 

As of 30 June 2010, trade and other receivables of R 251 489 451 (2009: R 215 881 359) were impaired and provided for. 

Reconciliation of provision for impairment of trade and other receivables 

Opening balance 
Provision for impairment 
Amounts written off as uncollectible 

(251 489 451) (215 881 359) 


(215 881 359) (194 402 035) 
(62 407 126) (49 881 201) 

26 799 034 28 401 877 


The creation and release of provision for impaired receivables have been included in operating expenses in the statement 
of financial performance. 

8. Cash and cash equivalents 

Cash and cash equivalents consist of: 

Cash on hand 
Bank balances 

17 837 089 4 997 764 


5 000 5 000 

17 832 089 4 992 764 


Credit quality of cash at bank and short term deposits, excluding cash on hand 

The credit quality of cash at bank and short term deposits, excluding cash on hand, that are neither past due nor impaired, 
can be assessed by reference to external credit ratings or historical information about counterparty default rates: 

Credit rating 


F1+ (zaf) 

17 832 089 

4 992 764 

9. Trade and other payables from exchange transactions 

Trade payables 

76 070 851 

79 969 609 

Salary Control Account 

451 283 

214 142 

Client Water Deposits 

2 297 494 

2 084 289 

Accrued Leave Pay 

2 823 922 

2 913 754 

Accrued Bonus 

997 981 

917 255 

Accrual for Water Purchases 

31 849 048 

- 

ether payables 

2 141 869 

5 675 338 


116 632 448 

91 774 387 
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10. Unspent conditional grants and receipts 

Deferred income consists of income grants to use in the following projects. These funds will be utilised in the following 
financial year: 

Unspent conditional grants and receipts comprises of: 


Unspent conditional grants and receipts 


Pipe Refurbishment of Garankuwa 

95 037 

95 037 

New Meters and Repeat Offenders Project 

1 719 916 

1 719 916 

Indigent Flow Limiter Project 

69 000 

1 120 000 

Madibeng Project 

- 

463 029 

Garankuwa Industrial 

530 552 

3 854 442 

Mabopane Unit E 

328 927 

328 927 

Bulk and Zonal Meters 

1 521 005 

1 521 005 

Cello GSM 

214 756 

552 170 

Network and Bulk Pipes 

56 460 

1 743 907 

DWAF Funding Pressure Management 

1 144 540 

2 280 000 



5 680 193 

13 678 433 

Movement during the year 

Balance at the beginning of the year 

13 678 433 

4 282 952 

Additions during the year 

- 

10 280 451 

Income recognition during the year 

(7 998 240) 

(884 970) 


5 680 193 

13 678 433 

11. VAT payable 

VAT 

1 097 021 

484 140 


VAT is payable on the receipts basis. Only once payment is received from debtors is VAT paid over to SARS. 

12. Financial liabilities by category 

The accounting policies for financial Instruments have been applied to the line items below: 

2010 



Financial 

Fair value 

Fair value 

Total 


liabilities at 

through 

through 



amortised 

surplus or 

surplus or 



cost 

loss - held for 

loss - 




trading 

designated 


VAT 

1 097 021 

- 

- 

1 097 021 

Operating lease accrual 

206 537 

- 

- 

206 537 

Trade and other payables 

116 632 448 

- 

- 

116 632 448 

Deferred Income 

5 680 193 

- 

- 

5 680 193 


123 616 199 

- 

- 

123 616 199 
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2009 

12. Financial liabilities by category (continued) 

2009 




VAT 

Operating lease accrual 

T rade and other payables 

Deferred Income 

Financial Fair value 

liabilities at through 

amortised surplus or 

cost loss - held for 

trading 

484 140 

124 268 

91 774 387 

13 678 433 

Fair value 
through 
surplus or 
loss - 

designated 

Total 

484 140 
124 268 
91 774 387 
13 678 433 


106 061 228 

- 

106 061 228 

13. Revenue 




Waste Water Income 

Water Income 

Rendering of Services 


28 170 255 
129 491 648 

31 394 697 
102 027 200 
52 522 191 



157 661 903 

185 944 088 

The amount included in revenue arising from exchanges of goods or services 
are as follows: 

Waste Water Income 

Water Income 

Rendering of Services 

28 170 255 
129 491 648 

31 394 697 
102 027 200 
52 522 191 



157 661 903 

185 944 088 

14. Government grants and subsidies 




Operations and Maintenance Water Reticulation Grant ■ 

■ Department of Water Affairs 

7 898 496 

10 774 749 

Government Grants 




Current-year receipts 

Conditions met - transferred to revenue 


7 898 496 
(7 898 496) 

10 774 749 
(10 774 749) 



- 

- 

15. Other revenue 




Surplus on sale of property, plant and equipment 

Other Income 

CTMM subsidy 

Project income 

Government grants 


75 924 
58 872 414 

7 998 240 

7 898 496 

6 881 
125 808 
35 278 819 
884 970 
10 774 749 



74 845 074 

47 071 227 
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16. Operating deficit 

Operating deficit for the year is stated after accounting for the following: 


Operating lease charges 

Premises 


• Contractual amounts 

1 940 427 

1 129 695 

Motor vehicles 



• Contractual amounts 

1 335 780 

1 653 954 

Equipment 



• Contractual amounts 

827 449 

773 216 

• Contingent amounts 

1 451 084 

3 380 625 


5 554 740 

6 937 490 

(Deficit) 1 Surplus on sale of property, plant and equipment 

(9 562) 

6 881 

Depreciation on property, plant and equipment 

2 981 228 

2 754 761 

Employee costs 

48 468 548 

48 293 169 

Consulting and Professional Services 

1 113 786 

2 206 303 

17. Employee related costs 



Basic 

37 758 306 

36 550 591 

Bonus 

1 605 604 

2 958 613 

Medical aid - company contributions 

3 406 008 

3 024 911 

UIF 

250 694 

241 469 

SDL 

406 893 

367 561 

ether payroll levies 

109 228 

276 620 

Leave pay provision charge 

404 744 

702 574 

Group Life Insurance 

1 693 733 

1 382 899 

Flousing Bond 

450 222 

536 961 

Company Contribution - Provident Fund 

2 383 116 

2 250 970 


48 468 548 

48 293 169 

For details of remuneration of Members and Executive Managers refer to Note 8 in the Accounting Cfficer’s Report. 


18. Interest received 



Interest revenue 



Bank 

565 078 

1 389 297 

Interest charged on trade and other receivables 

20 250 856 

19 385 451 


20 815 934 

20 774 748 

19. Finance costs 



ether interest paid 

1 160 516 

29 049 

20. Auditors’ remuneration 



Fees 

891 699 

801 511 

Expenses 

- 

28 807 


891 699 

830 318 
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Figures in Rand 

2010 

2009 

21. Cash generated from (used in) operations 

Deficit Adjustments for: 

(5 337 738) 

(3 199 722) 

Depreciation and amortisation 

Deficit 1 (Surplus) on sale of property, plant and equipment 

2 981 228 

2 754 761 

Debt impairment 

9 562 

(6 881) 

Movements in operating lease assets and accruals 

62 407 126 

49 881 201 

Changes in working capital: 

82 269 

124 268 

Inventories 

Trade and other receivables from exchange transactions 

324 083 

(571 665) 

T rade and other payables from exchange transactions 

(63 238 764) 

(93 760 534) 

VAT 

24 858 061 

24 728 619 

Unspent conditional grants and receipts 

612 881 

(7 543 857) 


(7 998 240) 

9 395 481 


14 700 468 

(18 198 329) 

22. Commitments 

Operating leases - as lessee (expense) 



Minimum lease payments due 

- within one year 

5 162 139 

3 830 353 

- in second to fifth year inclusive 

8 244 600 

8 858 295 


13 406 739 

12 688 648 


Operating lease payments represent rentals payable by the entity for certain of its office properties. Leases are negotiated 
for an average term of seven years and rentals are fixed for an average of three years. No contingent rent is payable. 

23. Related parties 

Relationships 

CTMM Parent Municipality 

Holding company CTMM 

Related party balances 


CTMM Cperating Loss Account 

(3 786 102) 

15 507 901 

CTMM Sanitation Losses 

(64 993 081) 

(47 000 805) 

CTMM Authority Billing 

- 

796 501 

CTMM DWAF Subsidy 

1 995 512 

811 205 

CTMM Projects Account 

- 

11 719 714 

CTMM Waste Water Treatment Works 

5 251 109 

5 336 369 


Related party transactions 


CTMM 

Sales to CTMM 

Subsidy Received from CTMM 

Water Purchases from CTMM 

Department of Water Affairs subsidy received via CTMM 


(61 217 177) (62 207 483) 

(58 872 414) (35 278 819) 

429 026 214 011 

(7 898 496) (10 774 749) 


24. Directors’ emoluments 


Emoluments paid to the directors during the year are reflected in Note 8 of the Accounting Cfficer’s Report. 
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25. Change in estimate 
Property, plant and equipment 

The useful life of certain plant, equipment and vehicles was revised during the year under review. The effect of this revision 
has increased the depreciation charges for the current and future periods by R 678 680. 

26. Comparative figures 

Certain comparative figures have been reclassified. 

The effects of the reclassification are as follows: 


Statement of financial position 

Decrease in Trade and Other payables - (124 268) 

Increase in Opearating lease liability - 124 268 

Statement of financial performance 

Decrease in Revenue Increase - (79 829) 

in Other Income Increase in - 964 799 

Cost of Sales Increase in - (153 544) 

Operating Expenses - (731 426) 


27. Risk management 
Capital risk management 

The entity’s objectives when managing capital are to safeguard the entity’s ability to continue as a going concern in order to 
provide returns for the shareholder and benefits for other stakeholders and to maintain an optimal capital structure to 
reduce the cost of capital. 

The capital structure of the entity consists of cash and cash equivalents disclosed in note 8 and equity as disclosed in the 
statement of financial position . 

There are no externally imposed capital requirements. 

There have been no changes to what the entity manages as capital, the strategy for capital maintenance or externally 
imposed capital requirements from the previous year. 

Financial risk management 

The entity’s activities expose it to a variety of financial risks: market risk (including fair value interest rate risk, cash flow 
interest rate risk and price risk), credit risk and liquidity risk. 

The entity’s overall risk management program focuses on the unpredictability of financial markets and seeks to minimise 
potential adverse effects on the entity’s financial performance. The entity uses derivative financial instruments to hedge 
certain risk exposures. Risk management is carried out by a central treasury department ( entity treasury) under policies 
approved by the accounting officer. Entity treasury identifies, evaluates and hedges financial risks in close co-operation with 
the entity’s operating units. The accounting officer provides written principles for overall risk management, as well as written 
policies covering specific areas, such as foreign exchange risk, interest rate risk, credit risk, use of derivative financial 
instruments and non-derivative financial instruments, and investment of excess liquidity. 

Liquidity risk 

Prudent liquidity risk management implies maintaining sufficient cash and marketable securities, the availability of funding 
and the ability to close out market positions. 

The entity’s risk to liquidity is a result of the funds available to cover future commitments. The entity manages liquidity risk 
through an ongoing review of future commitments. 

Cash flow forecasts are prepared monthly. 
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27. Risk management (continued) 

The table below analyses the entity’s financial liabilities and net-settled derivative financial liabilities into relevant maturity 
groupings based on the remaining period at the statement of financial position to the contractual maturity date. The 
amounts disclosed in the table are the contractual undiscounted cash flows. Balances due within 12 months equal their 
carrying balances as the impact of discounting is not significant. 


At 30 June 2010 

1 - 3 Months 

3 - 6 Months 

6 - 12 Months 

More than 12 
Months 

Trade and other payables 

117 936 006 

- 

- 

- 

Deferred Income 

5 680 193 

- 

- 

- 

At 30 June 2009 

1 - 3 Months 

3 - 6 Months 

6 - 12 Months 

More than 12 
Months 

Trade and other payables 

92 382 795 

- 

- 

- 

Deferred Income 

13 678 433 

- 

- 

- 


Interest rate risk 


As the entity has no significant interest-bearing assets, the entity’s income and operating cash flows are substantially 
independent of changes in market interest rates. 

Cash flow interest rate risk 


Financial instrument Current Due in less Due in one to Due in two to Due in three Due after five 

interest rate than a year two years three years to four years years 


Trade and other receivables - 
normal credit terms 

10,00 % 

12 389 812 

- 

- 

- 

- 

Standard Bank - Salary Account 

- % 

86 536 

- 

- 

- 

- 

Standard Bank - Current 

Account 

- % 

2 477 666 

- 

- 

- 

- 

Standard Bank - Call Account 

5,00 % 

15 005 198 

- 

- 

- 

- 

ABSA Current Account 

- % 

31 494 

- 

- 

- 

- 

ABSA Money Market Account 

6,65 % 

231 195 

- 

- 

- 

- 


Credit risk 


Credit risk consists mainly of cash deposits, cash equivalents and trade debtors. The entity only deposits cash with major 
banks with high quality credit standing and limits exposure to any one counter-party. 


Trade receivables comprise a widespread customer base. Management evaluated credit risk relating to customers on an 
ongoing basis. If customers are independently rated, these ratings are used. Otherwise, if there Is no independent rating, 
risk control assesses the credit quality of the customer, taking into account its financial position, past experience and other 
factors. Individual risk limits are set based on internal or external ratings. The utilisation of credit limits is regularly 
monitored. Sales to retail customers are settled in cash or using major credit cards. 

Financial assets exposed to credit risk at year end were as follows: 


Financial instrument 

Trade receivables 
ABSA Bank 
Standard Bank 


2010 

106 823 075 
262 689 
17 569 400 


2009 

105 991 437 
3 023 861 
1 968 904 


The entity has considered the impact of changes in credit risk on the valuation of its assets and liabilities. Credit risk 
changes will only have an impact in extreme situations and are accordingly not material for the 2010 and 2009 financial 
years. 
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2009 

28. Fruitless and wasteful expenditure 

ether interest paid 

1 160 516 



other interest paid consist mainly of interest paid to Rand Water due to late payment of the account. Payment was effected 
late due to late payments from CTMM. All necesarry steps have been taken to prevent this expense and therefore no 
disciplinary steps have been taken. The expense Is included in operating losses which was funded by CTMM. 

29. Fruitless, wastefull and Irregular expenditure 

World Cup expenses 159 980 


World cup expenses consist of Soccer jerseys for staff to the value of R149 900 and match tickets to the value of RIO 080 
for stakeholders. This expense was authorised by the managing director. No criminal or disciplinary steps was taken. 

30. Reconciliation between budget and statement of financial performance 

Reconciliation of budget surplus/deficit with the surplus/deficit in the statement of financial performance : 


Net loss per the statement of financial performance 

Adjusted for: 

(5 337 738) 

(3 199 722) 

Over budget on Revenue 

29 359 097 

16 700 912 

Over budget on Cost of Sales 

(27 971 297) 

(39 079 889) 

(Under) / Over budget on other income 

(1 400 074) 

15 070 654 

(Over) / Under budget on operating expenses 

(2 873 258) 

8 461 424 

Under budget on interest paid 

1 160 516 

29 049 

Under budget on interest received 

(1 280 934) 

(6 084 748) 

Under budget on debt impairment 

8 334 126 

8 109 201 

Under budget on (surplus) / deficit on sale of assets 

9 562 

(6 881) 

Net surplus per approved budget 

- 

- 
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Budget Actual 


Figures in Rand 

Note(s) 

2010 

2009 

2010 

2009 

Revenue 

Waste Water Income 


28 006 000 

27 349 000 

28 170 255 

31 394 697 

Water Income 


159 015 000 

105 473 000 

129 491 648 

102 027 200 

Rendering of Services 


- 

69 823 000 

- 

52 522 191 

Other income 


1 408 000 

191 000 

75 924 

125 808 

CTMM subsidy 


66 805 000 

54 470 000 

58 872 414 

35 278 819 

Project income 


- 

- 

7 998 240 

884 970 

Government grants 


5 232 000 

7 474 000 

7 898 496 

10 774 749 

Interest received 

18 

19 535 000 

14 690 000 

20 815 934 

20 774 748 

Total Revenue 


280 001 000 

279 470 000 

253 322 911 

253 783 182 

Expenditure 

Debt impairment 


(54 073 000) 

(41 772 000) 

(62 407 126) 

(49 881 201) 

Billing Expenses 


(4 772 000) 

(3 089 000) 

(3 985 245) 

(4 700 636) 

Depreciation and amortisation 


(2 945 000) 

(2 535 000) 

(2 981 228) 

(2 754 761) 

Employee related costs 

17 

(47 379 000) 

(47 075 000) 

(48 468 548) 

(48 293 169) 

Finance costs 

19 

- 

- 

(1 160 516) 

(29 049) 

General Expenses Repairs 


(146 782 000) 

(161 805 000) 

(138 641 218) 

(149 804 283) 

and maintenance Workshops 


(23 520 000) 

(23 194 000) 

(876 015) 

(1 384 253) 

and Conferences 


(530 000) 

- 

(131 191) 

(142 433) 

Total Expenditure 


(280 001 000) 

(279 470 000) 

(258 651 087) 

(256 989 785) 

Deficit 1 (Surplus) on disposal of property, plant and 
equipment 


- 

- 

(9 562) 

6 881 

Deficit for the year 


- 

- 

(5 337 738) 

(3 199 722) 


The supplementary information presented does not form part of the annual financial statements and is unaudited 
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1. Bank Accounts 


The entity had the following bank accounts 


ODI 32250738 - Standard Bank Current Account 
ODI 11020 - Standard Bank Salary Account 
ODI 11030 - Standard Bank Call Account 
SWA 40 5113 9634 - ABSA Current Account 
SWA 90 7418 5817 - ABSA Money Market Account 
SWA 20 6460 3113 - ABSA Term Deposit 


Bank 
Statement 
Balance 
30 June 2010 

3 075 461 
86 535 
15 005 198 
31 494 
231 195 


18 429 883 


Bank 
Statement 
Balance 
30 June 2009 

11 864 123 
76 845 
950 146 
512 722 
284 468 
2 226 671 


15 914 975 


Cashbook 
Balance 
30 June 2010 

2 477 666 
86 536 
15 005 198 
31 494 
231 195 


17 832 089 


Cashbook 
Balance 
30 June 2009 

942 177 
76 581 
950 146 
512 722 
284 468 
2 226 671 

4 992 765 


The supplementary information presented does not form part of the annual financial statements and is unaudited 
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KPA 

KPI 

GENERAL 

Operations 

Obtain Licences (Permits) from 
DWAF that differentiate 
required standards to reflect 
differences per works 


Reduce spillages at the pump 
stations and works per targets 
set 

Corporate 

Comply with MFMA - no repeat 
offences 

CUSTOMER SERVI CE 

Total number of complaints, 
written or verbal by type 
(e.g. billing, quality, 
interruptions, other) 

Improve number of complaints 
as % 

Time required to respond to 
inquiries and complaints 

Average response time per 
query type 


Target 

Total 

09/ 10 

Comment 




100% 

90% 

Application was submitted to 

Department: Water Affairs & Forestry. 

The licence has been delayed pending 
the completion of the extensions at the 
plants. 

100% 

100% 

Spillages were within targets set. 

100% 

100% 

Complies to MFMA 




6% 

18.20% 

The total number of complaints includes 
both water and meter queries for 09/10 
financial year. Water queries are 
reduced by 18.20% and meter queries 
by 5.30% compared to 08/09 financial 
year. The overall reduction is 10.20% 

5.30% 


12hrs 


10 . 20 % 

18hrs 


Improvement on the baseline is 
currently at 18hrs. that is queries 
reported are attended to within 18hrs 
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1 ncrease the number of 
paying customers 

5% above previous annual 
average 

COMMERCIAL PERFORMANCE 

Collection ratio (amount 
collected as % of that billed) 

% 1 mprovement and trend. 

Based upon the portion of the 
billing managed by SWA 

BEE 

60% BEE procurement on 
controllable expenditure 

Increase expending on 
critical costs 

Target 97% 

Commercial and legal 
performance 

Number of illegal connections 
legalized 

Legal Compliance 

Ensure Compliance in terms of 
the Legislative Requirements 


15 000 15 750 15 036 



The increase of nearly 100% in the 
registration of indigent consumers had a 
negative effect on the number of paying 
customers. 


70% 

61,9% 

Domestic consumer payments reduced 
during year as result of economic 



recession. 

60% 

80% 

0 

Variance is due to specialized jobs 
done by specialized contractors and 
inherited contracts 

97% 

88% 

0 

Due to improved water demand 
management 



0 

Improved operations and 
maintenance on the network 
elements and pipes 



0 

Pilot Projects in place to decrease 

450 

248 


illegal connections and increase debt 
collections 

100% 

100% 
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WATER SERVI CE EFFECTI VENESS/ EFFI Cl ENCY/ SERVI CE 
RESPONSE 

CAPEX 

1 mplementation of capital 
investment programme 

Measure achieving 
milestones in terms of 
time delay and % 

HUMAN RESOURCES 

Staff turnover 

Retention ratio 

Staff procurement period 

Recruitment process 
period 

Period of dealing with industrial 
relations 

Dispute resolve time 

Staff training 

Budget vs. actual as per 
matrix 

Employment Equity 

1 mplementation of 
employment equity plan. 

Health and safety reportable 
incidents 

Reduce number of 
incidents reported 

Legislative Compliance 

Ensure Legislative 
Compliance 



100% 

100% 



5% 

3% 

5 months 

4 

months 

2 months 

1 

months 

100% 

100% 

100% 

100% 

2% 

1% 

100% 

100% 



6 months 


1 month 



(injury on 
duty) 



0 65% of the allocated budget has 

been utilized. 

0 The Projects will be completed in 
December 2010. 


Low turnover 


Reaching 100% 


No industrial disputes recorded 


Due to cash flow problem 


0 In terms of blacks well represented 
0 In terms of women gender lacking 


0 Lack monitoring and supervision due 
OHS position been vacant. 

0 Position not been finalised due to 
Madibeng hand over and transfer 
delay 


Outstanding in terms of written policies. 
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1 mprove staff utilization 

Absenteeism rate 

5% 

3% 

3.17% 

CUSTOMER AND REVENUE 




Credit Control Policy 

Implement the credit 
control policy as per 

WSA requirement 

Policy 

100% 

88% 

CRITICAL SUCCESS FACTORS 




Water quality 

Compliance with SANS 

241 

95% 

98% 

100% 

Effluent Quality 

Proportion of wastewater 
samples which pass 

DWAF wastewater 
standards 

100% 

100% 

90% 

Customer Service 

Response time on calls 
answered 

45 sec 

30 sec 

90% 


EAP in place dealing with absenteeism 
(Sick) 

Absenteeism program in place through 
ABSA 


0 Variance due to delay of Indigent 
registration processes. 

0 Positions and accessibility of the 
meters 

0 No go areas in certain areas 


Received Class 1 rating 


0 Non compliance in some plants due 
to plant s design 

0 Construction in a planning phase 


0 90% of the calls were answered 

within 30 seconds because of the 
introduction of the primary rate line, 
and dedicated direct numbers to all 
office bound employees. This has 
assist in reducing the volume of calls 
at the switch board. 
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Assurance of supply 

24 Hours supply 

Network pressure 

4-6 bars as a 
percentage of 24 hours 

Unaccounted for Water 

Billing measured against 
water bought in bulk 

General 

To manage and monitor customer 
satisfaction levels 

% 1 ncrease in CSI 



0 In the event of interruptions, the 
water supply will be restored within 
24 hours 

0 In the event of an emergency 

interruption, the water supply will be 
restored within a stipulated 
timeframe, depending on the nature 
and extent of the emergency. 


0 Insufficient network to cope with 
increased demand. (For Low 
pressure) 

0 Insufficient network elements 
(PRV S) to reduce high pressures 


0 Billing problems 
0 Lack of funds to execute required 
projects 



While customer complaints has been 
reduced in terms of registered queries, 
it is however difficult to quantify the 
level of customer satisfaction since tools 
for measurement have not been 
introduced. 
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Figures in Rand 

Additions 

Budget 

Variance 

Variance % 

Building 

32,360 

2,200,000 

2,167,640 

99% 

Plant and Machinery 

56,010 

750,000 

693,990 

93% 

Furniture and fixtures 

161,510 

1,150,000 

988,490 

86% 

Motor vehicles 

1,350,000 

- 

-1,350,000 

100% 

IT Equipment 

261,263 

1,100,000 

838,737 

76% 

Total 

1,861,143 

5,200,000 

3,338,857 

64% 
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